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U.S.C. 1396n(g)).
(G) Rehabilitative services,_including_those related to behavioral health,

(H)_Such other services spec:fled by the Secretar)g
(5) INSTITUTIONAL SETTING.— The term "institutional setting" means—
(A) a_skilled nursing faCIlltv (as defined in sectlon 1819(a)_of the Social

a res:dentla/ settma spec:f/ed by the Secretary;,

(E)_an_institution described in section 1905(j)_of such Act (42 U.S.C.
1396d(i),_and

(G)_any other relevant facility,_as determined by the Secretary.

(6) _MEDICAID ELIGIBLE INDIVIDUAL.— The term "Medicaid eligible individual"
means an individual who is eligible for and receiving_medical assistance under a State
Medicaid plan or a waiver of such plan. Such term includes an individual who is on a
waiting_list and who would become eligible for medical assistance and enrolled under
a State Medicaid plan,_or waiver of such plan,_upon receipt of home and community-
based services.

{7) STATE MEDicAID PROGRAM.— The term "State Medicaid program" means,_with
respect to a State, the State program under title XIX of the Social Security Act (42
U.S.C. 1396 through 1396w-6) (including_any waiver or demonstration under such fitle
or under section 1115 of such Act (42 U.S.C. 1315) relating to such title).

(8)_SECRETARY.— The term "Secretary" means the Secretarv of Health and
Human Services.

(9)_StaTE— The term "State" means each of the 50 States, the District of
Columbia, Puerto Rico, the Virgin Islands,_Guam,_the Northern Mariana Islands, and _
American Samoa.

Sec. 30712. HCBS Improvement Program

(a)_INCREASED FMAP FOR HCBS PROGRAM IMPROVEMENT STATES.— Section 1905 of
the Social Security Act (42 U.S.C. 1396d) is amended—

(1} in subsection_(h), by striking "and (ii)" and inserting "(if),_and (ij)": and

(2) by adding at the end the following new subsection:
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(/)L ADDITIONAL SUPPORT FOR HCBS PROGRAM IMPROVEMENT STATES.—
"1) IN GENERAL.—

"(A)_ADDITIONAL SUPPORT.— Subject to paragraph (5),_in the case of a

State that is an HCBS program improvement State,_for each fiscal quarter

that beqins on or after the first date on which the State is an HCBS program

improvement State—

") and _for which the State meets the requirements described in
paragraphs (2)_and (4),_notwithstanding_subsection (b) or (ff),_subject to
subparagraph (B),_with respect to amounts expended during_the quarter
by such_State for medical assistance for home and community-based
services,_the Federal medical assistance percentage for such State and
quarter (as_determined for the State under subsection (b) and, if
applicable,_increased under subsection (y),_(z)._(aa),_or (ii),_or section
6008(a)_of the Families First Coronavirus Response Act) shall be
increased by 6 percentage_points in_addition any_percentage point
increases pursuant to either such subsection (y),_(z)._(aa),_or (ii),_or such
section 6008(a);_and

- D e, e e i

A e S L e

sections 1903(a)(7)_and 1903(a)(3).

. with_respect _to_amounts_expended during_the quarter and before
October 1, 2031, for administrative costs for expanding_and enhancing
home _and community-based services,_including_for enhancing_Medicaid
data_and technology_infrastructure, modifying_rate setfing_processes,
adopting_or_improving._training_programs for direct care workers and
family_caregivers, home and_community-based services ombudsman
office activities, developing.processes to identify direct care workers and
assign such workers unigue_identifiers,_and adopting, catrying_out, or
enhancing_programs that register direct care workers or connect
beneficiaries to direct care workers, the per centum specified in such
sections 1903(a)(Z)_and 1903(a)(3).

shall be increased fo 80 percent.

1 O e e e\

assistance percentage determined for a State being_more than 95
percent with _respect to such expenditures. In _no case shall the
application of clause (ij)_result in a reduction to the per centum otherwise
specified without application of such clause. Any increase pursuant to
clause (i) _shall_be available to a State before the State meets the
requirements of paragraphs (2) and (4).

"(B)_ADDITIONAL HCBS IMPROVEMENT EFFORTS.— Subject to paragraph

(5),_in.addition to the ildrease to the Federal medical assistance percentage

under subparagraph (A)(i) for amounts expended during_a quarter for medical
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assistance for home and community-based services by an HCBS program
improvement State that meets the requirements of paragraphs (2)_and (4) for
the quarter, the Federal medical assistance percentage for amounts
expended by the State during the quarter for medical assistance for home
and_community-based setvices shall be further increased by 2 percentage
points (but not to_exceed 95 percent)_during_the first 6 fiscal quarters
throughout which the State has implemented and has in effect a program to

J(C)_NONAPPLICATION OF TERRITORIAL FUNDING CAPS.— Any_payment
made fo Puerto Rico, the Virgin Islands,_ Guam, the Northern Mariana
Islands, or American Samoa for expenditures that are subject to an increase
in the Federal medical assistance percentage under subparagraph (A)(i_or
(B),_or_an increase in an applicable Federal matching_percentage under
subparagraph (A)(ii),_shall not be taken into account for purposes of applying
payment limits under subsections (f) and (g) of section 1108.

"(D)_NONAPPLICATION To CHIP EFMAP— Any increase described in
Subparagraph (A)_(or payment made for expenditures on medical assistance
that_are subject to such increase) shall not be taken into account in
calculating the enhanced FMAP of a State under section 2105,

"(2)_REQUIREMENTS.— Subject to the last sentence of paragraph ( 1)(A),_as

conditions for receipt of the increase under paragraph (1) to the Federal medical

assistance percentage determined for a State, with respect to a fiscal year

quarter, the State shall meet each of the following requirements:

"(A)_NONSUPPLANTATION.— The State uses the Federal funds
attributable to the increase'in the Federal medical assistance percentage for
amounts expended during_a quarter for medical assistance for home and
community-based services under subparagraphs (A)_and,_if applicable, (B) of
paragraph_(1)_to_supplement,_and not supplant,_the level of State funds
expended for home and community-based setvices for eligible individuals
through programs in effect as of the date the State is awarded a planning
grant under section 30711 of the Act titled 'An Act to provide for reconciliation
pursuant to litle Il of S. Con. Res. 14'. In applying_this subparagraph, the
Secretary shall provide that a State shall have a 3-year period,_as specified
by the Secretary, to spend any accumulated unspent State funds attributable
fo the increase described_in clause (i) in the Federal medical assistance
percentage.

"(B) MAINTENANCE OF EFFORT.—

"()_IN GENERAL— The State does not—

"(I_reduce the amount,_duration, or scope of home and
community-based services available under the State plan (or waiver
of such plan)(elative to the home and community-based services
available under the plan or a waiver of such plan as of the date on
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which the State was awarded a planning_grant under section 30711
of the Act titled 'An Act to provide for reconciliation pursuant fo tifle Il
of S, Con. Res. 14",

1) reduce payment rates for home and community-based
services lower than such rates that were in place as of the date
described in subclause (I),_including, to the extent applicable,
assumed _payment_rates for such services that are included in
managed care capitation rates as such rates are being prospectively.
built; or

"(Ill)_except to_the extent permitted under clause (i), adopt
more _restrictive _standards, _methodolagies, _or procedures for
determining_eligibility for or the scope of medical assistance of home
and_community-based_setvices, including_with respect to cost-
sharing, _than the _standards,__methodologies, or _procedures
applicable as of the date described in subclause (]).

M A D A b A s e

"(ii)_FLEXIBILITY TQ SUPPORT INNOVATIVE MODELS— A State may,
make modifications that_would otherwise violate the maintenance of
effort described in clause (i) if the State demonstrates to the satisfaction
of the Secretary that such modifications shall not result in—

"(I_home and communify-based services that are less
comprehensive_ or lower in amount,_duration, or scope;.

"(ll)_fewer_individuals (overall and within patrticular_eligibility
groups) receiving__home and community-based _services,__the
calculation of which may be adjusted for demographic changes
since the date described in clause (i)(1);_or

"(ill)_increased cost-sharing_(other than resulting_from the rate
of inflation) for home and community-based services.

"(C) Access To SERVICES.— Not later than an implementation date as
specified by the Secretary (which may vary for each of the following. clauses)
after the first day of the first fiscal quarter for which a State receives an
increase fo the Federal medical assistance percentage or other applicable
Federal matching_percentage under paragraph (1), the State does all of the
following to improve access ta services:

(i) Reduce access barriers and disparities in access or utilization of
home and community-based_services, as described in the State HCBS
improvement plan.

"(ij)_Provides coverage of personal care services authorized under
subsection (a)(24)_for all individuals eligible for and enrolled in medical

assistance in the State.

Miii)_Provides @r navigation of home and community-based services
through no wrong.door' programs,_provides expedited eligibility for home
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and community-based_services, and improves home and community-
based services counseling_and education programs.

Xiv)_Expands access to behavioral _health services furmshed in
home and community-based settings.

"(v) Improves coordination of home and community-based services
with employment,_housing, and transportation supports.

(vi)_Provides supports to family caregivers,_such as respite care,
caregiver assessments, peer supports,_or paid family caregiving.

Z(vii) Newly provides coverage under,_or expands existing_eligibility
criteria_for,_1 or more of the_eligibility categories authorized under

subclause (XIl), (XV), or (XVI) of section 1902(a)(10)(A ) ().

Qe Yl e LA Ny AR 4 R =1A "1 A N N A ST =Y

(D)_STRENGTHENED AND EXPANDED WORKFORGE.—

"(i)_IN_ GENERAL.— The State strengthens and expands the direct

care workforce that provides home and community-based services by—

(1)_adopting_processes to ensure that payment rates for home
and_communify-based services are sufficient (as_defined by the
Secrefary) to ensure that care and services -are available fo the
extent described in the State HCBS improvement plan; and

"(ll)_updating_qualification standards (at such time and at such
frequency as the Secretary determines appropriate), and developing
and adopting training _opportunities, for the continuum of providers of
home and community-based services, _including programs for
independent providers of such services and agency direct care

workers,_as well as unique programs and resources for family

caregivers.

(i) PAYMENT RATES.— In carrying_out clause (j)(l),_the State shall—

() _update and,_as appropriate,_increase payment rates to
support recruitment and retention of the direct care workforce by 2
Yyears after approval of the improvement plan and, at least every 3
years thereafter, using,_through existing or other processes to
determine provider _payment, _a transparent process involving
meaningful input from stakeholders; and

"(ll)_ensure that increases in the payment rates for home and
community-based services—

"(aa)_at a_minimum, result in a proportionate increase to
payments for direct care workers and in a manner_that s
defermined with _input_from the stakeholders described in
subclause (1l);_and V

“(bb)_are incomorated into_provider payment rates for
home_ant) community-based services provided under this title
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by a health plan,_under a contract and paid through capitation
‘rates with the State.

™3)_SELF-DIRECTED MODELS FOR THE DELIVERY OF SERVICES.— AS
conditions for receipt_of the increase under paragraph (1)(B) to the Federal
medical assistance percentage determined for a State, with respect fo a fiscal
year_quarter,_the State shall establish directly,_or by _contract with 1 _or more
entities,_including_an agency with choice or a similar service delivery model,_a
program for the performance of all of the following_ functions to facilitate
beneficiary use of_self-directed care in the case the State_covers home and
community-based services under authorities that permit self-direction:

"(A) Registering_qualified direct care workers and assisting_beneficiaries
in finding direct care workers.

"(B)_Undertaking. activities to_recruit and train independent providers to
enable beneficiaries to_direct their own care,_including by providing or
coordinating_training_for beneficiaries on self-directed care.

Xc) Ensuring the safety of,_and supporting_the quality of,_care provided
to beneficiaries, such as by conducting_background checks and addressing
complaints reported by recipients of home and community-based services.

"(D)_Facilitating_coordination between State and local agencies and
direct care workers for _matters of public health, training opportunities,
chanages in program requirements, workplace health and safety, or related
maltters. A

independent Drowders of home and communltv—based services, lncludlnq by
processing_applicable tax information, collecting_and_processing_timesheets,
submitting_claims and processing.payments to such providers.

"(F)_To the extent-a State permits beneficiaries to hire a family member
or individual with whom they have an existing_relationship to provide home
and community-based services, providing_support to beneficiaries who wish
to hire a caregiver who is a family member or individual with whom they have
an existing relationship,_such_as by facilitating_enrollment of such_family
member or individual as a provider of home and community-based setvices
under the State plan or a waiver of such plan.

"(G)_Ensuring_that the program under this paragraph does not promote
or prevent the ability of workers to form a labor organization or discriminate
against workers who may join or decline to join such an organhization.

"(4)_REPORTING AND OVERSIGHT.— AS conditions for receipt of the increase
under paragraph (1) to the Federal medical assistance percentage determined for
a State. with respect to_a fiscal year quarter, the State shall meet each of the
&H%ing _requirements: A

"(A)_The State designates (by a date specified by the Secretary) an

HCBS ombudsman (or a long-term care ombudsiman program office) that—
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2(i)_operates _independently from the State Medicaid agency and
managed care entities;

(i) provides direct assistance to recipients of home and community-
based services available under the State Medicaid program and_their
families; and

(iif)_identifies and reports systemic problems to State officials,_the
Rublic,_and the Secretary.

X(B)_Beginning_with the last day of the 5th fiscal quarter for which the
State is an HCBS program improvement State,_and annually thereafter. the
State_reports to the Secretary on the state (as_of the most recent quarter
before the report for which complete data is available and which may be
incorporated into the report) of—

(i) the availability and utilization of home and communify-based
services, disaggregated (fo the extent available and as applicable) by
age groups, primary disability,_income brackets, gender,_race,_ethnicity,
geography, primary language, and type of service setting;

"(1i)_benefits, turnover and vacancy rates, and average and range of
wages for the direct care workforce:

(iij)_changes in_payment rates for home and community-based
services; -

Y(iv)_implementation of the activities to strengthen_and expand
access fo home and community-based services and the direct care
workforce that _provides such _services in accordance with _the

X(v)_if_applicable, _implementation of the activities described_in
paragraph (3); .

Z(vi)_State expenditures for home and community-based services
under the State plan or a waiver of such plan as a Rroportion of the total
amount of State expenditures under the plan or waiver of such plan for
long-term services and supports;

"(vii) the challenges in,_and best practices identified for expanding
access to home _and community-based services, reducing_dispatities,
and supporting and expanding._the direct care workforce; and

“(viii) the use of enhanced Federal funding_provided under _this
seclion.

’(5) _BENCHMARKS _FOR DEMONSTRATING IMPROVEMENTS.— An HCBS
program_improvement State shall cease fo be eligible for an increase in the
Federal medical assistance percentage under raragraph_(1)(A)(i)_or (1)(B) or an
increase in an applicable Federal matching percentage under paragraph (1 (A

cr-or after the first date on (hich a State is an HCBS program improvement State

if the State is found to be out of compliance with paragraph (2)(B)_or any other
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requirement_of_this subsection and, beainning_with_such 29th fiscal quarter,
unless. not later than 90 days before the first dav of such fiscal quarter, the State
submits to the Secretary a report demonstrating the following improvements:

"(A)_Increased_availability_(above a marginal_increase) of home and
community-based services in the State relative_to _such availability as
reported in the State HCBS improvement plan and adjusted for demographic
changes in the State since the submission of such plan.

"(B)_Reduced disparities in the utilization_and_availability of home and
community-based services relative to the availability and_utilization of such
services by such_populations as reported in such _plan_according to age
groups,__primary__disability, income _brackets, _gender, _race, _ethnicity,
geography,_primary_language, and_type_of service_setting_(to_the extent
available and applicable),_and adjusted for demographic changes in the State

A A D L A s

since the submission of such plan.

HILE 1Y DU L e

"(C) Evidence that rates are sufficient (as_defined by the Secretary) to
ensure access_to items and services for individuals eligible for HCBS in such
State. .
"(D)_With respect to the percentage of expenditures made by the Stale
for long-term services and supports that are for home and_community-based
services,_in the case of an HCBS program improvement State for which such
percentage (as reported in the State HCBS improvement plan) was—

"(i)_less than 50 percent,_the State demonstrates that the
percentage of such expenditures has increased to at least 50 _percent
since the plan was approved; and

"(ij) _at least 50 percent, the State demonstrates that such
percentage has not decreased since the plan was approved.

"(6) DEFINITIONS.— In this subsection,_the terms 'State Medicaid plan’_'direct
care worker' 'HCBS program improvement State'_'health plan’,_and 'home and
community-based services' have the meaning_given those terms _in section
30711(e)._of the Act titled 'An Act to provide for reconciliation pursuant to title Il of
S. Con. Res. 14", '

Sec. 30713. Funding for Federal activities

M s D e

In addition to_amounts otherwise available, there is appropriated to the Secretary for
fiscal vear 2022, out of any money in the Treasury _not _otherwise appropriated,
$40 000,000, to remain available until expended, to carry. out section 30712 (including_the
amendments_made by such_section), including. by _issuing_necessary_guidance and
technical assistance to_States,_conducling_program integrity_and oversight efforts, and
preparing_and submitting_to the Committee on Energy _and Commerce of the House of
Represenie:ves and the Comumittes(pn Finance of the Senate,_beginning_5 years after the

date of the enactment of this Act and every three vears thereafter, a report desctibing, the

billcomparelcs.house.gov - o - 758/1449



10/28/21, 1:28 PM Legislative DIff

progress of the HCBS planning_and improvement activities undertaken by States as
applicable and as described in_sections 30711 and 30712 (including_the amendments
made by such sections), and describing_the impact of such activities on access fo care,
including with respect to disparities in access and utilization_and the direct care wotkforce.

Sec. 30714. Funding for HCBS quality measurement and improvement

(a)_INCREASED FEDERAL MATCHING RATE FOR ADOPTION AND REPORTING OF HCBS
QUALITY MEASURES.—

(1)_IN_GENERAL— Section 1903(a)(3)_of the Social Security Act (42 U.S.C.

(A)in_subparagraph (E)(ii),_by. striking, "DlLIS " after the semicolon and inserting
"and": and

(B) by inserting_after subparagraph (E). the following:

2(G)_80 percent of so much of the sums expended during such quarter
as are attributable to the reporting of information regarding_the quality of

home and community-hased services in accordance with sections 1139A(a)
(4)(B)(ij) and 1139B(b)(3)(C); and". :

(2) EXEMPTION FROM_TERRITORIES' PAYMENT LIMITS.— Section 1108(g)(4)_of the
Social Security Act is amended by adding at the end-the following new subparagraph:

2(C)_ADDITIONAL EXEMPTION RELATING TO HCBS QUALITY REPORTING.—
Payments under section 1903(a)(3)(G) _shall not be taken into account in applying
Rayment limits under subsections (f) and (g)_of this subsection, "

(b) HCBS QUALITY MEASURES FOR INCREASE.— Title XI of the Social Security Act (42
U.S.C. 1301 through 1320e-3)_is amended—

(1)_in section 1139A—
(A)_in subsection (a)(4)(B)—

i e e I (G T/

(I)_by_striking_"Beginning_with the annual State report on fiscal year
2024" and inserting the following;

(1) IN GENERAL.— Subject to clause (ii),_beginning with the annual
State report on fiscal year 2024" and :

(i) by adding at the end the following new clause:

(i) _RePORTING HCBS QUALITY MEASURES.— With respect to
reporting on information regarding the quality of home and community-
based services provided to children under title XIX or title XXl,_beginning
with the annual State report required under subsection (c)(1) for the first
fiscal year that begins on or affer the date that is 2 years after the date
that the Secretary publishes the home and community-based services
quality_measures developed under subsection (b)(5)(B)_the Secretary
shall require_Statéd to report such information using the standardized
format for_reporting information and _procedures developed under
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* subparagraph_(A) and using_all such home and community-based quality
measures developed under subsection (b)(5)_(including_any_updates or
changes to such measures)."; and

(B)in subsection (b)(5)— ,
(i)_by._striking"Beginning_no Jater than January 1, 2013" and inserting_the
following:

"(A) IN GENERAL.— Beginning_no later than January 1, 2013"; and

(ii) by adding at the end the following new subparagraph:

"(B)_ HCBS QUALITY MEASURES.— Beginning with the first year that
beqins on the date that is 2 years after the date of enactment of this
subparagraph, the requirements of subparaq;a;ﬁv_ (A)_shall apply,_and the
core measures described in subsection (a)_(and any updates or changes
to such measures)_shall_include home and community-based services
quality measures developed by the Secretary in the manner described in
section 11398(b)(5)(D)._The Secretary shall ensure that the application
of such measures reflects the full array of home and community-based
services. consult _with _stakeholders with expertise in home and
community-based_services (including_recipients and providers of such
services) and allowing_for the collection (to the extent available) of data
disaggregated by _age _groups,_primary. disability, income brackets,
gender. race, ethnicity, geography, primary language, and type of service
setting.”,

(C).in subsection (b)(6).
(i) by inserting "or support services" before "that is capable of";

(ii)_by striking_"and _ambulatory_health care and home _and_communily-
based settings" _and_inserting_",_ambulatory health care, and _home and
community-based settings *;_and

(iil) by inserting_"and home and communify-based" before "care system";
and
(D)_in_subsection (c)(1),_in_the matter preceding_subparagraph_(A),_by
inserting_",_subject to subsection (a)(4)(B)(ii)," before "annually report”; and
(2)_in section 1139B— ‘
(A)_in subsection (b)— o
(i_in_paragraph (3),__by_adding_at the end the following new
subparagraph:

"(C)_MANDATORY REPORTING WITH RESPECT TO HCBS QUALITY
MEASURES.— Beginning_with the State report required under subsection
(d)(1) for the first year that begins on or after the date that is 2 years
after the date that the Secretary_publishes the home and_community-
based _quality ny asures _developed _under paragraph (5)(D),__the
Secretary shall _require__States to _report _information, _using the
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standardized format for reporting_information and procedures developed
under subparagraph (A),_regarding_the quality of home and community-
based services for Medicaid eligible adults using_all of the home and
community-based services quality measures included in the core set of
adult health quality measures under paragraph (5)(D),_and any updates
or changes to such measures.”": and

()_in _paragraph_(5), by adding_at the end the following new
Subparagraph:

(D) HCBS QUALITY MEASURES.—

"()_FUNDING.— In addition to amounts otherwise available,
there is appropriated to the Secretary, for each fiscal year, beginning
with_fiscal year 2022, out of any money in the Treasury nhot
otherwise appropriated, $5.000,000,. for _carrying. _out __this
subparagraph. '

(i) INncLUSION OF HCBS QUALITY MEASURES.— Beginning_with
respect to State reports required under subsection (d)(1) for the first
year that begins on or after the date that is 2 years after the date of
enactment of this subparagraph (or_in the case of measures that
require development and testing_prior to availability. not later than 4
years after the date of enactment of this subparagraph) the core set
of child and adult health quality measures maintained under this
paragraph (and any updates or changes to such measures) shall
include home and community-based services quality measures
developed in accordance with this subparagraph.

i} REQUIREMENTS.—

X)) _IN_GENERAL— In developing_ (and subsequently
- reviewing__and updating) the home and community-based
services quality measures included in the core set of adult
health quality measures maintained under this paragraph, the
Secretary shall_collaborate with relevant agencies across the
Department of Health and Human Services and ensure that
such measures are_informed consultation with stakeholders
with _expertise in _home _and__community-based services
(including recipients and providers of such services).

JI)_FuLL ARRAY OF SERVICES.— Such home - and
community-based services quality measures shall reflect the full
array of _home and community-based services and adult
recipients of such services.

Z(lll)_DEMOGRAPHICS.— Such home and community-based
services quality measures shall allow for the collection. to the
extent albllable, of data that is disaggregated by age_groups,
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primary_disability__income _brackets, gender, _race, ethnicity,
geagraphy,_primary language, and type of service setting.

"(IV)_DEFINITIONS.— For_purposes of this_section and
section 1139A, the terms ‘home _and community-based
services' and_'direct_care worker'_have the meanings given
those terms in_section 30711(e)_of the Act titled 'An Act to
provide for reconciliation pursuant to title Il of S. Con. Res.
14" and

(B)_in_subsection (d)(1)(A)._by_striking "; and" and inserting_"and,_beginning
with the report for the first year that begins after the date that is 2 years after the
Secretary publishes the home and community-based quality measures developed
under subsection (b)(5)(D),_all_home and community-based services quality
measures included in the core set of adult health quality measures maintained
under subsection (b)(5) and any updates or changes to such measures; and".

Sec. 30721. Permanent extension of Medicaid protections _against spousal
impoverishment for recipients of home and community-based services

(a)_IN GENERAL.— Section 1 924(h)(1)(A)_of the Social Security Act (42 U.S.C. 1396r—
5(h)(1)(A))_is_amended by _striking "(at the option_of the State)_is described in section
1902(a)(10)(A)(IL (V)" _and inserting_the following: "is eligible for_medical assistance for
home and community-based services provided under subsection (c),,_(_d). or (i) _of section
1915 or under a waiver approved under section 1115, or who is eligible for such medical
assistance by reason of being_determined_eligible under_section 1902(a)(10)(C) or by
reason of section 1902(f)_or otherwise on the basis of a reduction of _income based on
costs incurred for medical or other remedial care,_or who is eligible for medical assistance

for home and community-based attendant services and supports under section 1915(k)".

(b)_CONFORMING AMENDMENT.— Section 2404 of the Patient Protection and Affordable
Care Act (42 U.S.C. 1396r—5 note)_is amended by striking_"September 30, 2023" and
inserting "the date of the enactment of the Act titled 'An Act to provide for recongiliation
pursuant to title Il of S. Con. Res. 14",

Sec. 30722. Permanent extension of Money Follows the Person Rebalancing

demonstration

(a)_IN GENERAL.— Subsection (h) of section 6071 of the Deficit Reduction Act of 2005
(42 U.S.C. 1396a note) is amended—

(1).in paragraph (1)—

(A)in subparagraph (1), by inserting "and" after the semicolon;

N f L a2 4

(B)_by amending_subparagraph (J) to read as follows: _
"(J). $450,000. _OOO(fér each fiscal year after fiscal year 2021."; and

SR

(C)_by striking_subparagraph (K).

billcomparelcs.house.gov
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(2)_in paragraph (2),_by striking "September 30, 2023" and inserting_"September

30 of the subsequent fiscal year": and -

(3) by adding at the end the following new paragraph:

(3)_TECHNICAL ASSISTANCE.— Qut of the amounts made available under
paragraph (1), _for the 3-year period beginning with fiscal year 2022 and for each
subsequent 3-year period, $5,000,000 shall be_made available for carrying_out
subsections (f),_(g),_and (i). ".

(b)_REDISTRIBUTION OF UNEXPENDED GRANT AWARDS.— Subsection (e)(2) of section
6071 of the Deficit Reduction Act of 2005 (42 U.S.C. 1396a note) is amended by adding at
the end the following_new sentence: "Any portion of a State grant award for a fiscal year
under this section that is unexpended by the State at the end of the fourth succeeding
fiscal year shall be rescinded by the Secretary and.added fo the appropriation for the fifth
succeeding fiscal yeat.".

Subtitle HF— Social Safety Net

Part 1— Child tax credit

Part 2—-Child-and-dependent-care-tax-ereditPart-3—Supperting
Caregivers Part-4— Earned Income Tax Credit

Part 53— Expanding Access to Health Coverage and Lowering Costs
Part 64— Pathway to Practice Training Programs

Part 75— Higher education

Sec. 137001. Amendment of 1986 Code

Except as otherwise expressly provided, whenever in this subtitle an amendment or
repeal is expressed in terms of an amendment to, or repeal of, a section or other provision,
the reference shall be considered to be made to a section or other provision of the Internal

Revenue Code of 1986.

Sec. 137101. Modifications applicable beginning in 2021 A
(a) SAFE HARBOR EXCEPTION FOR FRAUD AND INTENTIONAL DISREGARD OF RULES AND
REGULATIONS.— Section 24(j)(2)(B) is amended—
(1) by striking "qualified" each place it appears in clause (iv)(ll) and inserting.
"qualifying", and
(:27 by adding at the end the(/t)ollowing new clause:
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"(v) EXCEPTION FOR FRAUD AND INTENTIONAL DISREGARD OF RULES AND
REGULATIONS.—

“(1) IN GENERAL.— For purposes of determining the safe harbor amount
under clause (iv) with respect to any taxpayer, an individual shall not be
treated as taken into account in determining the annual advance amount of
such taxpayer if the Secretary determines that such individual was so taken
into account due to fraud by the taxpayer or intentional disregard of rules and
regulations by the taxpayer.

"(1) ARRANGEMENTS TO TAKE INDIVIDUAL INTO ACCOUNT MORE THAN
ONCE.— For purposes of subclause (1), a taxpayer shall not fail to be treated -
as intentionally disregarding rules and regulations with respect to any
individual taken into account in determining the annual advance amount of
such taxpayer if such taxpayer entered into a plan or other arrangement with,
or expected, another taxpayer to take such individual into account in
determining the credit allowed under this section for the taxable year.".

(b) FRULES RELATMENT-OFJOINTF-RETURNSING TO RECONCILIATION OF CREDIT AND
ADVANCE CREDIT.—
Section 24(j) is amended by adding at the end the following new paragraphs:

"(3) JOINT RETURNS.— Except as otherwise provided by the Secretary, in the case
of an advance payment made under section 7527A with respect to a joint return, half
of such payment shall be treated as having been made to each individual filing such
return.

"(4) COORDINATION WITH POSSESSIONS OF THE UNITED STATES.— For purposes of
this subsection, payments made under section 7527A include payments made by any.
iurisdiction other than the United States under section 7527A of the income tax law of
such jurisdiction,_and advance payments made by American Samoa pursuant fo a
plan described in_subsection (k)(3)(B)._In_carrying_out this section, the Secretary shall
coordinate with each possession of the United States to prevent any application of this
paragraph that is inconsistent with the purposes of this subsection.".

(c) ANNUAL ADVANCE AMOUNT.— Section 7527A(b) is amended—
(1) in paragraph (1)— .
(A) in subparagraph (A), by inserting "or based on any other information
known to the Secretary” after "reference taxable year",
(B) in subparagraph (C), by inserting "unless determined by the Secretary
based on any information known to the Secretary," before "the only children”, and

(C) in subparagraph (D), by inserting "unless determined by the Secretary
based on any information known to the Secretary," before “the ages of", and

(2) in paragraph (3)(A)(ii), by striking " provided by the taxpayer” and inserting
"provided, or known,".
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INFORMATION RELATING TO JOINT FILERS AND ADVANCE PAYMENT OF CHILD TAX CREDIT—
Section 6103(e) is amended by adding at the end the following new paragraph.

X(12)_DisCLOSURE OF INFORMATION RELATING TO JOINT FILERS AND ADVANCE
PAYMENT OF CHILD TAX CREDIT.— In the case of an individual to whom the Secretary
makes payments under section 7527A. if the reference taxable year (as defined in
section 7527A(b)(2)) that the Secretary uses to calculate such payments is a year for
which the individual filed an income _tax return jointly with another individual, the
Secretary may _disclose to such individual any_information which is_relevant in
determining_the payment under section 7527A and the individual’s eligibility for such
payment,-including_information regarding_any of the following;

2(A)_The number of specified children,_including, _by reason of the birth of a
child. '

(B)_The name and TIN of specified children.
(C) Marital status.
(D) Modified acﬂuéted gross income.

2(E)_Principal place of abode.

X(F)_Any_other factor which the Secretary may provide pursuant fo _section.
7527A(c).",
(e) EFFECTIVE DATE.—

(1)_IN_GENERAL—_Except as otherwise provided in this__subsection, _the
- amendments made by this section shall apply to taxable years beginning,_and
Rayments made, after December 31, 2020.

(2)_DISCLOSURE OF _INFORMATION RELATING TO JOINT FILERS AND ADVANCE
PAYMENT OF CHILD TAX CREDIT.— The amendment made by subsection (d) _shall take
effect on the date of the enactment of this Act.

Sec. 137102. Extensions and modification‘ef—ehﬂd—tax—efedi{—aﬁd—advaﬁee—paymeﬁf

fors applicable beginning in 2022

(a) EXTENSIONS.—
(1) EXTENSION OF CHILD TAX CREDIT.— Section 24(i) is amended—
(A) by striking "January 1, 2022" in the matter preceding paragraph (1) and
inserting "January 1, 2023", and :
(B) by inserting "and 2022" after "2021" in the heading thereof.
(2) EXTENSION OF PROVISIONS RELATED TO POSSESSIONS OF THE UNITED STATES.

(A) Section 24(k)(2)(B) is amended—
(i) by striking "December 31, 2021" in the matter preceding clause (i) and
inserting "December 34/,)2022", and
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(il) by striking "after 2021" in the heading thereof and Inserting "after
2022".

(B) Section 24(k)(3)(C)(ii) is amended—
(i) in subclause (1), by inserting "or 2022" after "2021", and

(i) in subclause (Il), by striking "December 31, 2021" and inserting
"December 31, 2022".
(C) The heading of section 24(k)(2)(A) is amended by inserting "and 2022"
after "2021". '

(3b) EXTENSION AND MODIFICATION OF ADVANCE PAYMENT.—

‘billcomparelcs.house.gov

(1) IN GENERAL.— Section 7527A is amended—

(A) in subsection (b)(1), by striking "50 percent of",
(B) in clauses (i) and (ii) of subsection (€)(4)(C), by inserting "or 2022" after
"in 2021", and

(C) in subsection (f), by striking "December 31, 2021" and inserting
"December 31, 2022". v

(b2) F\lepea{—ef—seeia%eee\#ﬁyﬁﬁb%qﬂ#ememMONTHLY PAYMENTS.—
(A)_IN GENERAL.—

Section 24(h7527A(a) is amended by_e&ﬂﬂng—apafagraﬁh—%—(eﬁpphee’ff@ﬁ‘@f
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mannclificad adinatad—caroes masmo—loaa Aatinad n ertbhasetion FATR AR PN ) d
modified—agiustea—grosS3—NtOmoao Uit ir—subsection—{b)—16fl0 read as
follows:

"(a)_IN_GENERAL— The Secretary shall_establish a_program for making
monthly payments to taxpayers in amounts equal to 1/12_of the annual advance
amount with respect to such taxpayer.”.

(B)_MODIFICATIONS DURING CALENDAR YEAR.— Section 7527A(b)(3),_as
amended by the preceding. provisions of this Act, is amended—

(i)_by_.amending  subparagraph (A)(ii) to read as follows:

oA

"(ii)_any_other _information provided,_or_known, to the Secretary,
which allows the Secretary to more accurately_estimate the amount
treated as allowed under subpart C of part [V of subchapter A of chapter
1 by reason of section 24(i)(1) with respect to the taxpable-year for whieh

o s L

th r[\n""‘ allewwad tsdarfthic o $inn la o i i araotarthar—aneh
€ eregh—ahowet—onacr—uno SouLtiuTT o geterfmifeta1S—greentrtran—outn

axXpay

ference taxable year.",

(ii)_by_redesignating_subparagraph_(B) as subparagraph_(C)_and_by
inserting_after subparagraph (A) the following_new subparagraph:

"B) .APPLICA'H))N OF MODIEICATIONS TO SUBSEQUENT MONTHS.—

Except as may be provided under subparagraph (C),_any modification of
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the _annual advance amount with respect fo any taxpayver under
Subparagraph (4A) ' i '
+ h_ 4§
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shall be taken into account for Rurposes of determining. the
amount of monthly payments with respect to such taxpayer under
subsection (a) which _are determined by _the Secretary after such
modification."_and

(ifj)_in_subparagraph (C)_(as_redesignated by _clause (i), by _striking

"periodic _payment"_bothe preceding—taxable—year/aces it appears and

inserting_"monthly payment".

(dC) Inflation-aditstCONFORMING AMENDMENT — Section 24th-a7527A(c)(2)
is amended by subseetion—{e);triking_ "subsection (b)(3)(B)" _and _inserting
"subsection (b)(3)".

(3)_ELIGIBILITY FOR ADVANCE PAYMENTS LIMITED BASED ON MODIFIED ADJUSTED
GROSS INCOME.— Section 7527A(b) is amended by adding at the end the following
new paragraph: '

"(6) RRLIMITATION ABJUSTMENTSBASED ON MODIFIED ADJUSTED GROSS

INCOME,— '

"(A) IN GENERAL.— Inf the eaee—ef—a'ﬁy—tﬁ*a‘b'le—yeaF—beg-rmeg—aﬁef
Becember-34-2024the-$500-emotntin-submodified adjusted gross income

of the taxpayer for the reference taxable year exceeds the applicable
threshold amount with respect to such laxpayer (as defined in section Hh24()
(4)(AB)), the $3:000-an6-$3.606-amonnts-in paragraph-(3)-and stibsection{j)
2)B)(iv)-and-the-detaramounts—r-annual advance amount with respect to

such taxpayer shall be zero.

2(B) EXCEPTION FOR MODIFICATIONS MADE DURING THE CALENDAR YEAR.
— Subparagraph (4$}{BY:A) shall each-be-inereased-by-an-amoetnt-equal-to—
”ﬂ')'ﬁhe—eﬂ—(ae-éeﬁ%d—m—seeﬁeﬁ—?@gﬁ_fefnot apply to a reference taxable
Year taken into_account by reason of paragraph (3)(A)()_or subsection (c) if
the taxpayer received one or more payments under subsection (a) for months
in the calendar year which precedifge the ealendaryearinmonth for which

such reference taxable year begﬁﬁe,—e*eeedsiﬂ-la—the—e-fll-(-awill be taken into

(4)_ ADVANCE PAYMENTS STO BEHNE%W*B#R—\‘EA—R—Z@%O—(B){%@M@_
“—$500—AMOUNT IN—THE—EASE—OF—FHE-$500 AMOUNT-IN-SUBPUERTO Rico

\IJWOUT—ANIOUINT, TN

RESIDENTS FOR 2022.— Section 7527A (e)(4)_is amended—
(A)_in_subparagraph (A), by striking_"The advance" and inseertion—{hy4yAYy:
nat—o

b rnaraciean

b

U nirer
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"Except as provided in subparagraph (D), the advance", and
(B) by adding._at the end the following new subparagraph:

(D) ADVANCE PAYMENTS TO PUERTO RICO_RESIDENTS FOR 2022.— For
the period beginning_on July 1. 2022, and ending_on December 31, 2022, the
Secretary may apply this section without reqard to subparagraph (A)(i).".

(c).ELECTION TO APPLY INCOME PHASEOUT ON BASIS_OF INCOME FROM THE PRECEDING
TAXABLE YEAR.— . ;
Section 24(j)_is amended by adding at the end the following_new paragraph:

"(5)_ELECTION _TO APPLY INCOME _PHASEOUT ON BASIS OF INCOME FROM THE
PRECEDING TAXABLE YEAR.— In the case of a taxpayer who elects (at such time and in
such manner as the Secretary may. orovide)_the application of this paragraph for any.
taxable year, paragraph (A4) whief i3 iote-of $5 i othe

Ri=ral =t il

nearest-multiple-of-$5;800and subsection (b)(1)_shall both be applie with respect to
the modified adjusted gross income (as defined in_subsection (b)) _for the taxpayer's
preceding_taxable year.".

(ed) MODIFICATION OF RECAPTURE SAFE HARBOR FOR 2022.—
Section 24(j)(2)(B)(iv), as amended by the preceding provisions of this Act, is amended
to read as follows:

"(iv) SAFE HARBOR AMOUNT.— For purposes of this subparagraph, the term 'safe
harbor amount’ means, with respect to any taxpayer for any taxable year, the

aggregate-of $3;000-$3;606-n-the-casesum of—

"(l).an_amount equal to the product of $3,600 multiplied by the excess (if any).
of the number of a—qualifying children who hasye not attained age 6 as of the
close of the calendar year in which the taxable year of the taxpayer beginsy-with

iyt i  and_who_are_taken_into_account in
determining_the_annual advance amount with respect to_the taxpayer under
section 7527A with respect to months beginning_in_such taxable year,_over the
number of such qualifying_children taken into account _in_determining_the credit
allowed under this section for such taxable year,_plus

"(1])_an_amount equal to the product of $3,000 multiplied by_the excess (if
any)_of the number of qualifying children not described in clause (I),_and who are
taken into account in dstermining the annual advance amount with respect to
suehthe taxpayer under section 7527A with respect to months beginning in such
taxable year, ang-"t-retover the number of such_qualifying_children taken into
account in determining the credit allowed te-sueh-texpayer-under this section for
such taxable year.".

(e)_ REPEAL OF SOCIAL SECURITY NUMBER REQUIREMENT.—

(il GENERAL.— Section #)(n) is amended by striking. paragraph (7).

(2)_ CONFORMING AMENDMENTS.—
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(A) Section 24(h)(1)_is amended by striking " paragraphs (2)_through (7)" and
inserting "paragraphs (2) through (6)".

(B)_Section 24(h)(4) is amended by striking subparagraph (C).

= ] e Y e A YN (X

(f) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning, and payments made, after December 31, 2021.

[NOTE-- DELETED /tXIlI/stH/p1/s1 37103: 866—13-7—1-93—E3~tabh3hmen{

Sec. 1371043. Refundable child tax credit after 20252
(a) IN GENERAL.—

Section 24—93—ﬁmeﬁdeery—the-pfeeed1ﬁg—prews+eﬁs—eHhﬁ-Aet_ is amended by adding

at the end the following new subsection:

"(Frl) REFUNDABLE CREDIT AFTER 20252.— In the case of any taxable year beginning
after December 31, 20252, if the taxpayer (in the case of a joint return, either spouse) has
a principal place of abode in the United States (determined as provided in section 32) for
more than one-half of the taxable year or is a bona fide resident of Puerto Rico (within the
meaning of section 937(a)) for such taxable year—

"(1) subsection (d) shall not apply, and

"(2)_so_much_of the credit determined under subsection (a) (after application of
paragraph (1))_as_does not exceed the amount of such credit which would be so
determined without regard to subsection (h)(4) shall be allowed under subpart C {(and
not allowed under this subpart):".

(b) CONFORMING AMENDMENTS RELATED TO POSSESSIONS OF THE UNITED STATES,.—

(1) PUERTO Rico.— Section 24(k (2)—l9—aﬁ‘reﬁded—-(v°r)-nﬁ—eﬁb1w+agfaph— ). fas
amended by the precedlng provisions of thls Act)——(-l-)—by—rﬁeeft-lﬁg—aﬁd—befere

amended to read as follows:

"(EB) APPLICATION TO TAXABLE YEARS AFTER 20252.— For application of
refundable credit to residents of Puerto Rico for taxable years after 20252, see
subsection (m/).".

(2) AMERICAN SAMOA.— Section 24(k)(3 NC)ii)(ll), as amended by the preceding

_ prov13|ons of this Act, is amended—'%ﬁ-eﬁbelﬂﬂee-éﬁrbrs%mﬁﬁg—aﬁd—at—ﬂqeeﬁd-

nan L1 4' DO Lo £
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e_fo read as follows:

"(I}) if such taxable year begins after December 31, 20252, subsection (M)
sh=(l be applied by qubﬁtkthmg 'Puerto Rico or American Samoa' for 'Puerto
Rico'.". :
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(c) EFFECTIVE DATE.— The amendments made by this section shail apply to taxable
years beginning after December 31, 20252,

[NOTE-- DELETED /tXill/stH/p1/s137105: See—+37405-Appropriations]

Sec. 137201. Certaln lmprovements to the ehild-and-dependent-eare—eredit-macde

" n_earned income tax credit extended through 2022

(ea) lNeREASHf—kPPHeﬁBtE—PERe'EN%‘E GENERAL— Section 2Ha}232(n) is

amended—4) by striking "Wwe—pereeﬁk—aﬁd—&?—by—sﬁﬂﬂﬁg

neAE ANAN  oemd _itnoaw fin oy NOAOL " Py H Lian et ovn
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anaraaa—wwila are-—attdent v e manakle of aorika—for-therma [P 1 W 7= AV Lo A VR T-Y
UPUUDUD wrnoare OI.UUUIILO T IIIUUPUUIU v oarimty A4 Lah=d IIOUIVUO pwiviwiyiw) g LI\\J)\L-} o
araadadia ot | oo 1 ol ol bt £nll o ~L 1L N E 1 ol
armreTaca v L4 l\llls O ot 1GCSS e S an arav oy II\JVVD I.I|IUUH| LLL A A2 AvA [~ 1R}

efJanuarv1 2022" and inserting."January 1, 2023".

(eb) INFLATION ADJUSTMENT.—
Section 24te32(n)(4)(B) is amended
read as follows:

"(#4B) INFLATION ADJUSTMENT ——AH-SENERAE— In the case of any taxable

year beginning after ; ; ;
58-000-ameuntin-stbsesetion ane 146-0082021, the $9,820 and $11, 610

dollar amounts in subeeeﬁeﬁ—(e-)&paragraph (A) shall eaeh—be increased by an
amount equal to—

"(i) such dollar ameunt, multiplied by

"(ii) the cost—of—living adjustment determined under section 1(f)(3) for the
calendar year in which the taxable year begins, determined by substituting
calendar year 2020' for 'calendar year 2016" in subparagraph (A)(ii) thereof. "B}

o ; A Araaa o S TP
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(¢) ELECTION TO DETERMINE EARNED INCOME BASED ON PRIOR TAXABLE YEAR,—
Section 32, _as _amended by subsection (._is_amended by adding at the end the
following new subsection:

L’(O) ELECTION TO DETERMINE EARNED INCOME BASED ON PRIOR TAXABLE YEAR,—

X(1)_IN_GENERAL— In the case of a taxpayer whose earned income _for_any
taxable year beginning_after December 31, 2021, and before January 1, 2023, is less
fthan the neares d j r-efphaseoutte-high-neened income

of such taxpayer for the preceding taxable year, if such taxpayer elects (at such time
iandividtials—Hr-general—-Section 2He}2)s-amended-by-striking20-percent!
and laeaekis e e wnhao foan e maaall (0 Mooy fonenr o oy o Qanfiam 4/ N o
dirTaImroaTur IH |10 =3 VI [[=ielviwjv iy [.IUI WOt II.CIHU 3 \L’ [BRR[=Celwiwav )y PUI \vivi ll.CluU. WOLlioTT 2 I\C]] LD=2

i g : in sych manner as the

Secretary may provide) the application of this subsection for such faxable year the
earned income of such taxpayer for such taxable year shall be lreated for purposes of
this section as being_equal to the earned income of such taxpayer for such preceding
laxable year.
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= i e = #JOINT RETURNS.—
For purposes of this subsection, in the case of a joint return. the earned income of the
laxpayer for the preceding_taxable year shall be the sum of the earned income of each
spouse for the preceding taxable year.

(3)_TREATMENT AS MATHEMATICAL OR CLERICAL ERROR.— In the case of a
laxpayer described in paragraph (1) _who_makes the election described in_such
raragraph, the use on the return for purposes of this section of an amount of earned
Income for the preceding taxable year which differs from the amount of such earned
income as shown in the electronic files of the Internal Revenue Service shall be
treated as a_mathematical or clerical error for purposes of sercting-"With—respeette

toaviohla e oee ot ot EYEs Yalo X A1)

ety Mg idly o o0 4 ara. bhasim g H FERYWH o
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(4)_TREATMENT OF REFERENCES,— Any,_provision of this title which defines or

determines eamed income by reference to this section shall be applied without regard

fo this subsection unless such provision specifically provides otherwise.".

(Rd) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
ysals begrning after December 31, (@021,
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[NOTE—- DELETED /tXIlI/stH/p2/s137202 See—4—3¥292—+ﬁerease+ﬁ

pefmaﬁeﬂﬂ

[NOTE-- DELETED /tXIII/stH/p3/s137301 See437364+-Payrolt-tax
eredit-for-child-care-workers]

[NOTE-- DELETED /X1/stH/p3/s137302: See——'l—3¥—392—GFed+Hef
caregiver-expenses]

[NOTE-- DELETED /tXIlI/stH/p4/s137401 See—:l—?#élre—’l—eeﬁaiﬁ

Sec. 1374202. Funds for administration of earned income tax credits in the
territories

(a) PUERTO RICO.—
Section 7530(a)(1) is amended by striking "plus" at the end of subparagraph (A), by
striking the period af the end of subparagraph (B) and inserting ", plus", and by adding at
the end the following new subparagraph:

"(C) reasonable administrative costs associated with the provision of the earned
income tax credit not in excess of $4,000,000.". '

(b) POSSESSIONS WITH MIRROR CODE TAX SYSTEMS.—
Section 7530(b)(1) is amended by striking "plus" at the end of subparagraph (A), by
striking the period at the end of subparagraph (B) and inserting *, plus” and by adding at
the end the following new subparagraph:

"(C) reasonable administrative costs associated with the provision of the earned
income tax credit not in excess of $200,000.".

(c) AMERICAN SAMOA.—
Section 7530(c)(1) is amended by striking "plus" at the end of subparagraph (A), by
striking the period at the end of subparagraph (B) and inserting ", plus", and by adding at
the end the following new subparagraph: '

"(C) reasonable administrative costs associated with the provision of the earned
lncome tax credit not in excess of $200,000."

(d) EFFECTIVE DATE.— The amendments made by this section shall apply to payments
made for calendar years beginning after December 31, 2021.
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Sec. 137301. Improve affordability and reduce premium costs of health insurance for
consumers

(8)IN GENERAL.— Section 36B(b)(3)(A) is amended—

(1) by striking _clause (jj) and redesignating_ clause (jii) as clause (ji). and

(2)_in clause (ii) (as redesignated by paragraph (1))_by striking_all that precedes
the table contained therein and inserting_the following:

"(li) TEMPORARY PERCENTAGES FOR 2021 THROUGH 2025.— In the case of a
faxable year beginning after December 31, 2020, and before January 1, 2026, the
following table shall be applied in lieu of the table contained in clause ("

(b)_EXTENSION THROUGH 2025 OF RULE TO ALLOW CREDIT TO TAXPAYERS WHOSE
HOUSEHOLD INCOME EXCEEDS 400 PERCENT OF THE POVERTY LINE.— Section 36B(c)( 1)(E)
is amended—

(1)_by_striking_"in 2021 or_2022" and _inserting_"after December 31, 2020, and
before January 1, 2026"_and
(2) by striking "and 2022" in the heading thereof and inserting "through 2025".

(¢c)_EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021,

Sec. 1375302. Modification of employer-sponsored coverage affordability test in
health insurance premium tax credit

(a) IN GENERAL.— Section 36B(c)(2)(C)(i\(ll) is amended—H-in-elause—(HH—by-strik
by inserfing "9(8.5 percentlaﬁd‘fﬁﬂeﬁmg%weeﬁt—aﬁd-eza—byeﬁﬂng—aaw in the

case of any faxable year beginning_affer December 31, 2021, and before January 1,
2026)" after "9.5 percent”.
(b) QUALIFIED SMALL EMPLOYER HEALTH REIMBURSEMENT ARRANGEMENTS.— Section

36B(C)(4)(C)(1) is amended——t+-in—subparagraph—(E)(iiby-striking—"0-5—percent—and
tserting—8-6-percent'-ane(2)_by inserting_"(8.5 percent in the case of any taxable year

beginning after December 31, 2021, and before January 1, 2026)" after "9.5 percent”.
(¢) PERCENTAGES DETERMINED WITHOUT REGARD TO ADJUSTMENTS AFTER 2025.—
(1) Section 36B(c)(2)(C) is amended by striking clause (iv).
(2)_Section 36B(c)(4)_is amended by striking subparagraph (F).

GR_ A2 AL IR AT A

(ed) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 1375303. Treatment of lump-sum social security benefits in determining
household income

(8, IN C-ENERAL.-~ 0
Section 36B(d)(2) is amended by adding at the end the following new subparagraph:
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"(C) EXCLUSION OF PORTION OF LUMP-SUM SOCIAL SECURITY BENEFITS.—

"(i) IN GENERAL— The term 'modified adjusted gross income’ shall not
include so much of any lump-sum social security benefit payment as is
attributable to months ending before the beginning of the taxable year.

"(ii) LUMP-SUM SOCIAL SECURITY BENEFIT PAYMENT.— For purposes of this
subparagraph, the term 'lump-sum social security benefit payment’ means any
payment of social security benefits (as defined in section 86(d)(1)) which
constitutes more than 1 month of such benefits.

"(iii) ELECTION TO INCLUDE EXCLUDABLE AMOUNT.— With respect to any
taxable year beginning on-or-afer-the-termination-date-{as-definec-in-subsestion
thy@nafter December 31, 2025, a taxpayer may elect (at such time and in such
manner.as the Secretary may provide) to have this subparagraph not apply for
such taxable year.".

(b) EFFECTIVE DATE.— The amendment made by this section shall apply to taxable

years beginning after December 31, 2021.

Sec. 30602137304. Temporary expansion of health insurance premium tax credits for
certain low-income populations ‘

(a) IN GENERAL.—

Section 36B is amended by redesignating subsection (h) as subsection: (i) and by
inserting after subsection (g) the following new subsection:

"(h) CERTAIN TEMPORARY RULES FOR—2022-THROUGHBEGINNING IN 20242.— With

respect to any taxable year beginning after December 31, 2021, and before January 1,
20256—

"(1) ELIGIBILITY FOR CREDIT NOT LIMITED BASED ON INCOME.— Section 36B(c)(1)
(A) shall be disregarded in determining whether a taxpayer is an applicable taxpayer.

"(2) CREDIT ALLOWED TO GERTAIN LOW-INCOME EMPLOYEES OFFERED EMPLOYER-
PROVIDED COVERAGE.— Subclause (1) of subsection (c)(2)(C)() shall not apply if the
taxpayer’s household income does not exceed 138 percent of the poverty line for a
family of the size involved.-Fhe-last-sentenee-oi-StenSd ion-sh 3
purposes—of-this—paragraph: Subclause (1) of subsection (c)(2)(C)(i) shall also not
apply to an individual described in the last sentence of such subsection if the
taxpayer's household income does not exceed 138 percent of the poverty line for a
family of the size involved.

O i i O—appPry 10

"(3) CREDIT ALLOWED TO CERTAIN LOW-INCOME EMPLOYEES OFFERED QUALIFIED

SMALL EMPLOYER HEALTH REIMBURSEMENT ARRANGEMENTS.— A qualified small
employer health reimbursement arrangement shall not be treated as constituting
affordable coverage for an employee (or any spouse or dependent of such employee)
for any :nonths of a taxable yea(/)if the employee’s household income for such taxable

vear dees not exceed 138 percent of the poverty line for a family of the size involved.

"(4) LIMITATIONS ON RECAPTURE.—
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"(A) IN GENERAL.— In the case of a taxpayer whose household income is
less than 200 percent of the poverty line for the size of the family involved for the
taxable year, the amount of the increase under subsection (((2)(A) shall in no
event exceed $300 (one-half of such amount in the case of a taxpayer whose tax
is determined under section 1(c) for the taxable year).

"(B) LIMITATION ON INCREASE FOR CERTAIN NON-FILERS.— In the case of any
taxpayer who would not be required to file a return of tax for the taxable year but
for any requirement to reconcile advance credit payments under subsection (f), if
an Exchange established under title | of the Patient Protection and Affordable
Care Act has determined that—

"(i) such taxpayer is eligible for advance payments under section 1412 of
such Act for any portion of such taxable year, and

"(if) such taxpayer’s household income for such taxable year is projected
to not exceed 138 percent of the poverty line for a family of the size involved,

subsection (f)(2)(A) shall not apply to such taxpayer for such taxable year
and such taxpayer shall not be required to file such return of tax.

*(C) INFORMATION PROVIDED BY EXCHANGE.— The information required to be
provided by an Exchange to the Secretary and to the taxpayer under subsection
((3) shall include such information as is necessary to determine whether such
Exchange has made the determinations described in clauses (i) and (ii) of
subparagraph (B) with respect to such taxpayer.".

(b) EMPLOYER SHARED RESPONSIBILITY PROVISION NOT APPLICABLE WITH RESPECT TO
CERTAIN LOW-INCOME TAXPAYERS RECEIVING PREMIUM ASSISTANCE .—
Section 4980H(c)(3) is amended to read as follows:

"(3) APPLICABLE PREMIUM TAX CREDIT AND GOST-SHARING REDUCTION.—

"(A) IN GENERAL.— The term ‘applicable premium tax credit and cost-sharing
reduction' means—

' "(i) any premium tax credit allowed under section 36B,

"(if) any cost-sharing reduction under section 1402 of the Patient
Protection and Affordable Care Act, and

"(iii) any advance payment of such credit or reduction under section
1412 of such Act.

"(B) EXCEPTION WITH RESPECT TO CERTAIN LOW-INCOME TAXPAYERS.— Such
term shall not include any premium tax credit, cost-sharing reduction, or advance
payment otherwise described in subparagraph (A) if such credit, reduction, or
payment is allowed or paid for a taxable year of an employee (beginning after
December 31, 2021, and before January 1, 20256) with respect fo which—

"(i) an Exchange established under fitle | of the Patient Protection and
Affordable Care Act has, determined that such employee’s household income
for such taxahle year IS) projected to not exceed 138 percent of the poverty
line for a family of the size involved, or
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"(ii) such employee's household income for such taxable year does not
exceed 138 percent of the poverty line for a family of the size involved.".

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 137507305. Special rule for individuals receiving unemployment compensation

(a) EXTENSION.— Section 36B(g)(1) is amended by striking "during 2021," and
inserting "after December 31, 2020, and before January 1, 2026,".

(b) MODIFICATION OF INCOME NOT TAKEN INTO ACCOUNT.— Section 36B(g)(1)(B) is
amended by striking "133 percent” and inserting "150 percent".

(c) CONFORMING AMENDMENT.— Section 36B(g) by inserting "through 2025" after
"2021" in the heading thereof.

(d) EFFECTIVE DATE— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 137508306. Permanent'credit for health insurance costs

(a) IN GENERAL.— Subparagraph (B) of section 35(b)(1) of the Internal Revenue Code
of 1986 is amended by striking ", and before January 1, 2022" and inserting a period.

(b) INCREASE IN CREDIT PERCENTAGE.— Subsection (a) of section 35 of the Internal
Revenue Code of 1986 is amended by striking "72.5 percent" and inserting "80 percent”.

(c) CONFORMING AMENDMENTS.— Subsections (b) and (e)(1) of section 7527 of the
Internal Revenue Code of 1986 are each amended by striking "72.5 percent" and inserting
"80 percent". :

(d) EFFECTIVE DATE.— The amendments made by this section shall apply to coverage
months beginning after December 31, 2021. :

Sec. 137307. Exclusion of certain dependent income for purposes of premium tax
credit '
(a)_IN GENERAL.—
Section 36B(d)(2),_as_amended by the preceding._provisions of this Act,_is further
amended by adding at the end the following new subparagraph:

"(D)_EXCEPTION FOR CERTAIN DEPENDENT INCOME.—

"(i)_IN GENERAL.— There shall not be taken into account under subparagraph
(A)(ii) the_modified adjusted gross income of any. dependent of the taxpayer who
has not attained age 24 as of the last day_of the calendar year in which the
taxable year of the taxpayer begins.

i) LIMITATION. = cladbs () shall not apply_to so much of the aggregate of
the modified adjusted gross income of all denendents of the taxpayer who have
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not attained the age described in such clause as exceeds $3.500.

Z(lij)_ELECTION TO HAVE SUBPARAGRAPH NOT APPLY.— In the case of any
taxable_year beginning_after December 31, 2025, a taxpayer may elect (at such
time and in such manner as the Secretary may _provide) to have this
subparagraph_not apply_with respect to the income of any dependent of the
taxpayer for such taxable year.

"(iv)_ ADJUSTMENT FOR INFLATION.— In the case of any taxable year beginning
after December 31, 2023, the $3,500 amount in clause (ii) shall be increased by
an amount equal to—

"()_such amount, multiplied by

Z(ll)_the cost-of-living_adjustment determined under section 1 (N(3) for the
calendar year in which the taxable year begins,_determined by_substituting
calendar year 2022’ for 'calendar year 2016' in subparagraph (A)(ii) thereof.

If any increase determined under the preceding sentence is not a multiple
of $100,_such_increase shall be rounded to the next lowest multinle of

$100."
(b) CONFORMING AMENDMENTS.—

(1)_Section 36B(d)(2)(A)(i))_is amended by inserting " _except as provided in
subparagraph (D)," after "individuals". ‘

(2)_Section 1411(b)(3)_of the Patient Protection and Affordable Care Act (42
U.S.C. 18081) is amended by adding at the end the following new subparagraph: -

(D) INFORMATION REGARDING CERTAIN DEPENDENTS.— Information regarding
whether section 36B(d)(2)(D)_will apply to any individuals taken into account as

members of the household of the enrollee,_and the amount of income of each
such individual for the faxable year described in subparagraph (A).".

(¢c) EFFECTIVE DATE.— The amendments made by this section shall apply_to_credits
allowed under section 36B of the Internal Revenue Code of 1986 for and advance
rayments of credits under section 1412 of the Patient Protection and Affordable Care Act
with respect to, taxable years beginning after December 31, 2022.

Sec. 137604401. Administrative funding of the Rural and Underserved Pathway to
Practice Training Programs for Post-Baccalaureate Students, Medical Students, and
Medical Residents :
The Secretary shall provide for the transfer of $6,000,000 from the Hospital Insurance
Trust Fund established under section 1817 of the Social Security Act (42 U.S.C. 1395i) and
the Federal Supplementary Medical Insurance Trust Fund under section 1841 of such Act
(42 U.S.C. 1395t), in addition to amounts otherwise available—te—remair-available—tntit
expended, to carry out the administration of the Rural and Underserved Pathway to
Practice Treining Program for Pos -?accalaureate and Medical Students under section
1399C of such Act (42 U.8.C. 1395mmm) and the Rural and Underserved Pathway to
Practice Training Programs for Medical Residents under section 1886(h)(4)(H)(vii) of such
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Act (42 U.S.C. 1395ww(h)(4)(H)(vii))._Amounts transferred under the preceding_sentence
shall remain available until expended.

[NOTE-- DELETED 1tX1il/stH/p7/s137701: See437704-Creditforpublie
worrvefsﬁy—reseafeh—rﬁ#a's’fmefufe]

Sec. 137604402, Establishing Rural and Underserved Pathway to Practice Training
Programs for Post-Baccalaureate Students and Medical Students

(a) PROGRAM.—

(1) IN GENERAL.— Title XVIIi of the Social Security Act (42 U.S.C. 1395 et seq.) is
amended by adding at the end the following new section:

"Sec. 1899C. Rural and Underserved Pathway to Practice Training Program
for Post-Baccalaureate and Medical Students

"(a) IN GENERAL.— Not later than October 1, 2023, the Secretary shall, subject to
the succeeding provisions of this section, carry out the 'Rural and Underserved
Pathway to Practice Training Program for Post-Baccalaureate and Medical Students’
(in this section, referred to as the 'Program’) under which the Secretary awards
Pathway to Practice medical scholarship vouchers to qualifying students described in
subsection (b) for the purpose of increasing the number of physicians practicing in
rural and underserved communities. ,

"(b) QUALIFYING STUDENT DESCRIBED.— For purposes of this section, a qualifying
student described in this subsection is an individual who—

"(1) attests he or she—

"(A) is or will be a first-generation student of a 4-year college, graduate
school, or professional school; '

"(B) was a Pell Grant recipient; or

"(C) lived in a medically underserved area, rural area, or health
professional shortage area for a period of 4 or more years prior to attending
an undergraduate program;

"(2) has accepted enroliment in—

"(A) a post-baccalaureate program that is not more than 2 years and
intends to enroll in a qualifying medical school within 2 years after completion
of such program; or

"(B) a qualifying medical school;

"(3) will practice medicine in a health professional shortage area, medically
underserved area, public hospital, rural area, or as required under subsection (d)

(5); and
"(4) submits an application and a signed copy of the agreement described
urser subsection (c). (! ‘

"(c) APPLICATIONS.—
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"(1) IN GENERAL.— To be eligible to receive a Pathway to Practice medical
scholarship voucher under this section, a qualifying student described in
subsection (b) shall submit to the Secretary an application at such time, in such
manner, and containing such information as the Secretary may require.

"(2) INFORMATION TO BE INCLUDED.— As a part of the application described in
paragraph (1), the Secretary shall include a notice of the items which are required
to be agreed to under subsection (d)(4) for the purpose of notifying the qualifying
student of the terms of the Rural and Underserved Pathway to Practice Training
Program_for Post-Baccalaureate and Medical Students. ‘

“(d) PATHWAY TO PRACTICE MEDICAL SCHOLARSHIP VOUCHER DETAILS.—

"(1) NUMBER— On an annual basis, the Secretary meyshall award a
Pathway to Practice medical scholarship voucher under the Program to retmere
the-1,000 qualifying students described in subsection (b).

"(2) PRIORITIZATION CRITERIA.— In determining whether to award a Pathway
to Practice medical scholarship voucher under the Program to qualifying students
described in subsection (b), the Secretary shall prioritize applications from any
such student who attests that he or she—

"(A) was a participant in the Health Resources and Services

Administration Health Careers Opportunity Program,_Centers of Excellence

Program, or an Area Health Education Center sehetatprogram: ’

"(B) is a disadvantaged student (as defined by the National Health
Service Corps of the Health Resources & Services Administration of the
Department of Health and Human Services); or

"(C) attended a historically black college or other minority serving
institution (as defined in section 1067q of title 20, United States Code).

"(3) DURATION.— Each Pathway to Practice medical scholarship voucher

awarded to a qualifying student pursuant to paragraph (1) shall be so awarded to
such a student on an annual basis for each year of enrollment in a post-
baccalaureate program and a qualifying medical school (as appropriate).

"(4) AMOUNT.— Subject to paragraph (5), each Pathway to Practice medical
scholarship voucher awarded under the Program shall include amounts for—

"(A) tuition;
“(B) academic fees (as determined by the qualifying medical school);
"(C) required textbooks and. equipment:

"(D) a monthly stipend equal to the amount provided for individuals
under the health professions scholarship and financial assistance program
i i ; i —Uhi for active service

stinend monthly rate; and

"(E) any other educational expenses normally incurred by students at the
post-baccalaureate program or qualifying medical school (as appropriate).
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"(5) REQUIRED AGREEMENT.— No amounts under paragraph (4) may be

provided a qualifying student awarded a Pathway to Practice medical scholarship
voucher under the Program; unless the qualifying student submits fo the
Sectetary an agreement to—

"(A) complete a post-baccalauréate program that is not more than 2
years (if applicable pursuant to the option under subsection (b)(2)(A));

"(B) graduate from a qualifying medical school;

"(C) complete a residency program in an approved residency training
program (as defined in section 1886(h)(5)(A));

"(D) complete an initial residency period or the period of board eligibility;

"(E) practice medicine for at least the number of years of the Pathway to
Practice medical scholarship voucher awarded under paragraph (2) after a
residency - program in a heaith professional shortage area, a medically
underserved area, a public hospital, or a rural area, and during such period
annually submit documentation with respect to whether the qualifying student
practices medicine in such an area and where;

"(F) for the purpose of determining compliance with subparagraph (E),
not later than 180 days after the date on which qualifying student completes
a residency program, provide to the Secretary information with respect to
where the qualifying student is practicing medicine following the period
described in such subparagraph;

"(G) except in the case of a waiver for hardship pursuant to section

1892(f)(3), be liable to the United States pursuant to section 1892 for any
amounts received under this Program that is determined a past-due
obligation under subsection (b)(3) of such section in the case qualifying
student fails to complete all of the requirements of this agreement under this
subsection; and

"(H) for the purpose of determining the amount of Pathway to. Practice
medical scholarship vouchers paid or incurred by a qualifying medical school
or any provider of a post-baccalaureate program referred to in subsection (b)
(2)(A) for the costs of tuition under paragraph (4)(A), consent to any
personally identifying information being shared with the Secretary of the
Treasury.

"(6) RESPONSIBILITIES OF PARTICIPATING EDUCATIONAL INSTITUTIONS.— Each

annual award of an amount of Pathway to Practice medical scholarship voucher
under paragraph (2) shall be made with respect to a specific qualifying medical
school or fo a post-baccalaureate program that is not more than 2 years and such
school or program shall (as a condition of, and prior to, such award being made
with respect to such school or program)—

"(A) submit to th ) Secretary such information as the Secretary may
require to determine the amount of such award on the basis of the costs of
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the costs of the items specified ' under paragraph (4) (except for
subparagraph (D)) with respect to such school or program, and

"(B) enter into an agreement with the Secretary under which such school
or provider will verify (in such manner as the Secretary may provide) that
amounts paid by such school or provider to the qualifying student are used
for such costs.

"(e) DEFINITIONS.— In this section:

"(1) HEALTH PROFESSIONAL SHORTAGE AREA.— The team 'health professional
shortage area' has the meaning given such term in subparagraphs (A) or (B) of
section 332(a)(1) of the Public Health Service Act.

"(2) INITIAL RESIDENCY PERIOD.— The term 'initial residency period' has the
meaning given such term in section 1886(h)(5)(F).

"(3) MEDICALLY UNDERSERVED AREA.— The term 'medically underserved
area’' means an area designated pursuant to section 330(b)(3)(A) of the Public
Health Service Act. '

"(4) PELL GRANT RECIPIENT.— The term 'Pell Grant recipient' has the
meaning given such term in section 322(3) of the Higher Education Act of 1965.

"(5) PERIOD OF BOARD ELIGIBILITY.— The term ‘period of board eligibility' has
the meaning given such term in section 1886(h)(5)(G).

"(6) QUALIFYING MEDICAL SCHOOL.— The term 'qualifying medical school'
means a school of medicine accredited by the Liaison Committee on Medical
Education of the American Medical Association and the Association of American
Medical Colleges (or approved by such Committee as meeting the standards
necessary for such accreditation) or a school of osteopathy accredited by the
American Osteopathic Association, or approved by such Association as meeting
the standards necessary for such accreditation which—

"(A) for each academic year, enrolls at least 10 qualifying students who
are in enrolled in such a school;

"(B) requires qualifying students to enroll in didactic coursework and
clinical experience applicable to practicing medicine in health professional
shortage areas, medically underserved areas, or rural areas, including—

"(i) clinical rotations in such areas in applicable specialties (as
applicable and as available);

"(if) coursework or training experiences focused on medical issues
prevalent in such areas and cultural andor structural competency; and

"(C) is located in a State (as defined in section 210(h)).

"(7) RURAL AREA.— The term 'rural area’ has the meaning given such term in

section 1886(d)(2)(D).
"(f' PENALTY FOR FALSE INI?BRMATION.—- Any person who knowingly and willfully
oblains by fraud, false statement, or forgery, or fails to refund any funds, assets, or
property provided under this section or attempts to so obtain by fraud, false statement
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or forgery, or fail to refund any funds, assets, or property, received pursuant to this
section shall be fined not more than $20,000 or imprisoned for not more than 5 years,

or both.".
(2) AGREEMENTS.— Section 1892 of the Social Security Act (42 U.S.C. 1395ccc)

is amended—

hillcompareics.house.gov

(A) in subsection (a)(1)(A)—
(i) by striking ", or the" and inserting ", the"; and
(i) by inserting "or the Rural and Underserved Pathway to Practice
Training Program for Post- Baccalaureate and Medical Students under
section 1899C" before ", owes a past-due obiigation";
(B) in subsection (b)—
(i) in paragraph (1), by striking at the end "or";
(ii) in paragraph (2), by striking thve period at the end and inserting "; or";
and . '
(iii) by adding the end the following new paragraph:
"(3) subject to subsection (f), owed by an individual to the United
States by breach of an agreement under section 1899C(c) and which
payment has not been paid by the individual for any amounts received
under the Rural and Underserved Pathway to Practice Training Program
for Post-Baccalaureate and Medical Students (and accrued interest

determined in accordance with subsection (f)(4)) in the case such
individual fails to complete the requirements of such agreement."; and

(C) by adding at the end the following new subsection:
"(f) AUTHORITIES WITH RESPECT TO THE COLLECTION UNDER THE PATHWAY TO

PRACTICE TRAINING PROGRAM.— The Secretary—

"(1) shall require payment to the United States for any amount of
damages that the United States is entitled to recover under subsection (b)(3),
within the 5-year period beginning on the date an eligible individual fails to
complete the requirements of such agreement under section 1899C(d)(5) (or

_ such longer period beginning on such date as specified by the Secretary),

and any such amounts not paid within such period shall be subject to
collection through deductions in Medicare payments pursuant to subsection
(e); ,

"(2) mayshall allow payments described in paragraph (1) to be paid in
installments over such 5-year period, which shall accrue interest in an
amount determined pursuant to paragraph (5);

"(3) mayshall waive the requirement for-an individual to pay a past-due -

obligation under subsection (b)(3) in the case of hardship (as determined by
the Secretary);

"(4) rrayshall not disclose any past-due obligation under subsection (b)
(3) that is owed to the United States to any credit reporting agency that the
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United States entitled to be recovered the United States under this section;
and

"(5) shall make a final determination of whether the amount of payment
under section 1899C made to a qualifying student (as described in
subsection (b} of such section) was in excess of or less than the amount of
payment that is due, and payment of such excess or deficit is not made (or
effected by offset) within 90 days of the date of the determination, and
interest shall accrue on the balance of such excess or deficit not paid or
offset (to the extent that the balance is owed by or owing to the provider) at a
rate determined in accordance with the regulations of the Secretary of the
Treasury applicable to charges for late payments.”.

Sec. 137662403. Funding for the rural and underserved pathway to practice training
programs for post-baccalaureate students and medical students

(a) IN GENERAL.—
Subpart C of part IV of subchapter A of chapter 1 of the Internal Revenue Code of 1986,
as amended by the preceding provisions of this Act, is amended by inserting after section
36F the following new section;

"Sec. 36G. Pathway to Practice medical scholarship voucher credit

"(a) IN GENERAL.— In the case of a qualified educational institution, there shall be
allowed as a credit against the tax imposed by this subtitle for any taxable year an amount
equal to the aggregate amount paid or incurred by such institution during such taxable year
pursuant to any Pathway to Practice medical scholarship voucher awarded to a qualifying
student with respect to such institution.

"(b) DETERMINATION OF AMOUNTS PAID PURSUANT TO QUALIFIED SCHOLARSHIP
VOUCHERS, ETC.— For purposes of this section— ,
“(1) an amount shall be treated as paid or incurred pursuant to an annual award
of a Pathway to Practice medical scholarship voucher only if such amount is paid or
incurred in reimbursement, or anticipation of, an expense described in subparagraphs
(A) through (E) of paragraph (4) of section 1899C(d) of the Social Security Act and is
subject to verification in such manner as the Secretary of Health and Human Services
may provide under paragraph (6) of such section, and
"(2).in the case of any amount credited by a qualified educational institution
against a liability owed by the qualifying student to such institution, such amount shall
be treated as paid by such institution to such student as of the date that such liability
‘would otherwise be due.

"(c) DEFINITIONS.— For purposes of this section—

"(1) QUALIFIED EDUCATIONAL INSTITUTION.— The term 'qualified educational
institutirn' means, with respect {8 any annual award of a Pathway to Practice medical
scaclarship voucher-— :
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"(A) any qualifyin'g medical school (as defined in subsection (€)(6) of section
1899C of the Social Security Act), and

"(B) any provider of a post-baccalaureate program referred to in subsection
(b)(2)(A) of such section,

which meets the requirements of subsection (d)(6) of such section.

"(2) QUALIFYING STUDENT.— The term ‘qualifying student' means any student to
whom the Secretary of Health and Human Services has made an annual award of a
Pathway to Practice medical scholarship voucher under section 1899C of the Social
Security Act.

"(3) ANNUAL AWARD OF A PATHWAY TO PRACTICE MEDICAL SCHOLARSHIP
VOUCHER.— The term 'annual award of a Pathway to Practice medical scholarship
voucher' means the annual award of a Pathway to Practice medical scholarship

“voucher referred to in section 1899C(d)(3) of the Social Security Act. '

"(d) COORDINATION OF ACADEMIC AND TAXABLE YEARS.— The credit allowed under
subsection (a) with respect to any Pathway to Practice medical scholarship voucher shall
not exceed the amount of such voucher which is for expenses described in subparagraphs
(A) through (E) of section 1899C(d)(4) of the Social Security Act, reduced by any amount
of such voucher with respect to which credit was allowed under this section for any prior
taxable year. "

"(e) REGULATIONS.— The Secretary shall issue such regulations or other guidance as
are necessary or appropriate to carry out the purposes of this section.".

(b) CONFORMING AMENDMENTS.—

(1) Section 6211(b)(4)(A), as amended by the preceding provisions of this Act, is
amended by inserting "36G," after "36F,".

(2) Paragraph (2) of section 1324(b) of title 31, United States Code, as amended
by the preceding provisions of this Act, i‘s amended by inserting "36G," after "36F,".

(3) The table of sections for subpart C of part IV of subchapter A of chabter 1 of
the Internal Revenue Code of 1986, and amended by the preceding provisions of this
Act, is amended by inserting after the item relating to section 36F the following new
item:

"Sec. 36G. Pathway to Practice medical scholarship vducher credit.".

(c) INFORMATION SHARING.— The Secretary of Health and Human Services shall
. annually provide the Secretary of the Treasury such information regarding the program
under section 1899C of the Social Security Act as the Secretary of the Treasury may
require to administer the tax credits determined under section 36G of the Internal Revenue
Code of 1986, including information to identify qualifying students and the qualified
educational institutions at which such students are enrolled and the amount of the annual
award of the Pathway to Practice medical scholarship voucher awarded to each such
siuden® wt's respect to such institufion. Terms used in this subparagraph shall have the
same meaning as when used is such section 36G.
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(d) EFFECTIVE DATE.— The amendments made by this ‘section shail apply to taxable
years ending after the date of the enactment of this Act.

Sec. 137663404. Establishing Rural and Underserved Pathway to Practice Training
‘Programs for Medical Residents
‘Section 1886 of the Social Security Act (42 U.S.C. 1395ww) is amended—

(1) in subsection (d)(5)(B)(v), by inserting "(h)(4)(H)(vii)," after "The provisions of
subsections (h)(4)(H)(vi),"; and
(2) in subsection (h)(4)(H), by adding at the end the following new clause:

/ "(vil) tnerease—nEXCLUSION FROM FULL-TIME EQUIVALENT LIMITATION FOR
HOSPITALS IMPLEMENTING PATHWAY—FRURAL AND UNDERSERVED PATHWAY TO
PRACTICE PROGRAM MEDICAL RESIDENCY TRAINING PPROGRAMS. —

“(I) IN GENERAL.— For cost reporting periods beginning on or after
Octaber 1, 2026, durlng which a residentqualifying_resident (as defined in

subclause (1l)) trains in an applicable hospital or hospitals (as defined in
subclause (1l/)) in an approved mRural and Underserved Pathway to Practice

Medlcal FReSIdency %Tralnlng pProgramHhe—SeefeEaFy—shal,—eﬁer—efw

dtring_(as_defined in subc/ause (V)) the Secretarv shall for such cost
reporting_period by the number of full-time equivalent residents so trained
under such_program quring_such_period, exclude from the limitation under

L’(/I) QUALIFYING RESIDENT.— For purposes_of this clause. the term
‘qualifying_resident' means a full-time equivalent resident who—

(aa)_was a_qualifying_student awarded a Pathway to Practice
medical scholarship voucher under section 1 899C; and

L’(bb)_graduated from a quallfy/ng medical s&ch—peﬁed—(m—t-hfs

Z(lll)_APPLICABLE HOSPITAL OR HOSPITALS DEFINED.— For purposes_of
this clause, the term ‘applicable hospital or hospitals’ means any hospital that

"(aa)_has established an approved Rural and Underserved Pathway
fo Practice Medicgé,y”iesidency Training_Pragram;

“(bb)_agrees to provide data to the Secretary with respect to where
such residents ‘practice medicine or participate in fellowships following

billcomparelcs.house.gov
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their residencies; and

"(cc)_agrees to promote community-based_training_of residents
under such program,_as appropriate.

“(IV)_RURAL AND UNDERSERVED PATHWAY TO PrRACTICE _MEDICAL
RESIDENCY TRAINING PROGRAM DEFINED.—_For purposes of this clause, the
term 'Rural_and Underserved Pathway to Practice Medical Residency.
Training Program' means_an_approved medical residency training_program
that has been recognized by the Accreditation Council for Graduate Medical
Education as meeting at-leastthe following requirements-fer-theiapproved

foalresid " :

"(aa) FheSuch programs provides mentorships for residents.

"(bb) FheSuch programs includes cultural andor structural
competency as part of the training of residents under thesuch programs.

"(cc) The programs haves a demonstrated record of training medical
reststudents in - -

yearhealth pfofessional shortage areas (as defined in section 332(a)(1).

(A)_of the Public Health Service Act).
"(#) OTHER DEFINITIONS.—

"(aa) HEALTH PROFESSIONAL SHORTAGE AREA.— The team 'health
_professional shortage area' has the meaning given such term in
subparagraphs (A) or (B) of section 332(a)(1) of the Public Health
Service Act.

"(bb) MEDICAL UNDERSERVED AREA.— The term 'medically
underserved area' means an area designated pursuant to section 330(b)
(3)(A) of the Public Health Setvice Act.

"(cc) QUALIFYING MEDICAL SCHOOL.— The term 'qualifying medical
school' has the meaning given such term in section 1899C(e)(6).

"(dd) QUALIFYING MEDICAL STUDENT.— The term 'qualifying medical
student' has the meaning given such term in section 1899C(b).

"(ee) RURAL AREA.— The term 'rural area' has the meaning given
such term in section 1886(d)(2)(D).".

Sec. 1357F91. Peseeee-'reﬁe—Eﬂeﬁﬁmie—AEﬁ‘VCredit for public_university Greditsearch

inifrastnucture
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(a) IN GENERAL.—
Subpart D of part IV of subchapter A of chapter 1, as amended by the preceding
provisions of this Act, is amended by adding at the end the following new section:

"Sec. 45VAA. Pesseﬁﬁiens—Eeenemie—Aet-Mty—eublic university research

infrastructure credit

infrastructure credit determined under this section for a taxable
240 percent of the fft h

theduring_such taxable year.

year is an amount equal to

qualified cash contributions made by thea taxpayer

~ "(b) QUALIFIED BOMESHE-CORPORATION:-QUALICASH CONTRIBUTION.—

(1) IN GENERAL.—
(A)_DEFINED—€ORPORATION.— For purposes of ﬂﬁs—w_secﬁon—iﬁa—lﬁ

raoak

aataral Tha topna  ta oo g g a roeveotinge! o~ oo At —alamn aat

gereTats re—iemTT ot OMe SHe CUTPUTaOUo roarns—arty —aomeste
eatparastinn—abiakh o DAY o ool d oo o gt or— YR\ g Jnitad Ot

CUTrPoTatiorr—witCrn—TS YA guanhieG LOTPUTraGuOT,—0Oft \F/aonmmed—otates
aharahald e 8 faraicn P A R TF] 2P Y LLYAA cvalifian poaoeodiom oA
oraAreTToIutT O ¢t TOTeTgr—Or poTatOn—Wiieh \I o agoanTet LUTPOUTAtOT —aricr
PN o vabhadliy enasm ol by £l [ [ois g Stotoa aboeol b v 4o g roaaridby ey Py oy e
I S Winom y—owrict—Dy—he UTRCU—OeniC s~ ararenorerf Oy te Wittty curpora

(a)._the qualified cash contribution for any taxable year is the aggregate amount
contributed_in_cash by _a_taxpayer during_such taxable year fo_a certified
educational institution in _connection with a qualifying_project that, but for this

t' whish—ara—maenibora. £ bl o PN 21 PSS PN I I APRT | I T arnibc—at
SeC 'Ons,. wWinmor arc— memioeTrs—oOT1r e aarmo—artmentet UIUU}J \VVII.IIIII e IIIUGIIIIIH T

section-1504(a))-as-such-United-States-sharehelderould be treated as a charitable

contribution for purposes of section 170(c).

L ORP-AOHRATIHM. T g b a e o RO ATl

(2’5) QUALIFIED C\JI'\I'UI'\I"\'IUIV- LILILL =4 LR=1a%1| WUALITTED CURNFOURNKTTON
MEANS—ANY—CORPORATION—I— G I S A S AT LA AL TWTI-L JONC T R - E I TV TU P
VIERXINS AINT CUNRNTOIRATTON i JSUGTT CURTFUNRATION VI TO = UL OWWIING
REASHHREMEMNTR: AN Oy~ A M S AT AN B0 EREEMF—O R AR Al i
NEWIUTATIVIEIN TS, \I_\’ WUUROT WUATI TORTTON UUTENRGCENTOR WIUNE—OT e
AHRAA—IIMECOME—AOE T CORPORATHONFOR—TFIHE—2 A D  Oresm IAANAES N Ay Ny
ONRUOUOSINGOvHE—0T™ T CURTFORATTON LIA™4 Y T O=TEART TP ERTOD TVINVTEDTATICEY
YY1 TFHE— O SE—OF—HE—TF AR A (o o o rey L DAL A= Sy
FINCUTOTNS LJLIE ] = ) S & e ) e ) o L™ TRARDLTE TTEEATN \Ul\ FUNTOUCOTT IPFANT T GUOTT
PERIO DV ERP AT PR ECED T e e S O = L ity TAMAR LAY AN MNPy
FEIRTOUTiVIVIEDTAT Y FRECLIOTNG T LU OT oUCTH TAARDLTL TR AIVIARY j= g =
APPH AR WAL FHT IR Ay A r g ey o WA HN-~A RO FEacIaM—-—O Tl barrc e
I'\l'l-I_I\JI'\DI—Cl VWAS UTCTRIVIZD TR0 SUUNRCESWTITTITINTA FUSOSESOTON O 1T VINTT D

ACCOUNT FOR PURPOSES OF CHARITABLE CONTRIBUTION LIMITATIONS.— Any
qualified cash_contributions made by a taxpayer under this section shall be taken
into account for purposes of determining_the rercentage limitations under section

904(H)170(b).

"(B2 de-ar-braineaercmalfiontion br = S W T Y £
TUAUC UT O3S s HUCIIIIIUCII-IUI Fe IJ lJ\JI\.l\JIII. VITIToreoTr e HIUOO wroormTTe~oT
the—eetboration—far—arph oo e oim H—thereaf—wmaa derivad frors thea  onbi
ares \IUI'JUIGUUII ™wn UGOIT PUII v} ‘\JI WUOT IrMSTCUT—WaS AV LlwiN A Awiv ) orrm—are—atave

na
T Manrt
'

eeﬁdﬂet_ef_ﬁ_ﬁﬂde—ef——buﬁﬁees—uﬁhm—a—pesseﬁDESIGNATION REQUIRED.— A

con

fribution shall only be treated as a qualified cash contribution fof the Ynited-States-

" Cev—E'r,fetaiaJ—H-He—fer—sepafexteﬂt) that it is designated and—eleatly—identified—tnits—of
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foreigr-eerperations~—s_such by a certified educational institution under subsection
(d). ‘
"(Ac) tr-generat—in-the-case sf-a-United-States-sharero

whieh DEFINITIONS.— For purposes of this section—

i
)
b
J
z
b’
5
D
D
]
D
5-
D
»
E_

n '1 41 o anelifiad 41 NI SRWWIE 1N 4. 59 WHICES H
1 ]o Rot—& guatretu—ooTpuUTd AUOT oAt WHR IGOVUUL l.U vaIIUII e~ OWTGToTh
racH-H nio afnaraaranh-C
quunuululuo Ot pa agrapiry

vRit—wWhQUALIFYING PROJECT.— The term 'qualifying prOIect' means_a_project fo
purchase, construct, or improve research infrastructure propetty.

o raad-and- oo _oo_alicibla-faretap-bHsHRres o
TSTTE G OTId \ll} Aas—af TOT

" - ALl LI AR RLE A SO RBORATON—WOUED—BE—A—QUALIFIED

(2) RESEARCH, O ONIT VVIEEINE A CONRFONRATIVIN WOUToD DI RV GO Iicw
OO AT [T I Y el X m ¥l o Yo ol o AL 1.1 ALAL ] A AT AL AAIALLL I
CORTFONATION WITTT T REOT =W 1 o vVOULL Ok

A= LR O D oY T [ -G UL THT I M T 11N Ao QLA DRI O

WILSTy [N =10 PR O UNRTOOES UT TS SECTIUN, T ORI OTTARTEREDY STTARTHOTDEN VAT
e TR AT G- AS A SEPARATEFOREIGN OO AT AL L L Ao STLUT
eECT O TTNERT Suuld TINTITT WO A SEPATRATE TTONENIN CORTFORATTONT VTG NIEETO T
RESHHREMENT PAR RAGRAPH F&AY4A = A\ AND PWHTH PEcREA T AL el
NEQUTN V TEINT HRNAUONAT \ |/\IJ’ vt r\l—\Jl'l:Ul LAY4 VAL A" W IeTT

SH*REHetBERﬂe-A—UM:FEB-SﬂWFEﬁ—Sﬁ*REHetBERNFRASTRUCTURE PROPERTY— _The
term 'research _infrastructure property' means any. porion of a_propetty,_building,_or
structure_of_an_eligible educational institution, _or_any land_associated with such
property,_building,_or structure, that is ysed for research.

" _B3 ELIGIBLE = o e e A e S G — T AL B AG A T Lo DA AU
) FORECICNDUOSINESO UINTTL HORTURPFOCTES OUT TTIY PAINAUONATTT
[T S~ W I P N1 1] el oo G Py 1Y ATES ANIEY

T TR I_.I-I\JIIJI-I_. FOREIGN—BUSINESS Ul‘lll IVII:I"\I‘J\J A \JL-I"I‘\I’\I"\II: TAINLS \.n_l_r\r\l..l

IDENTIEDUCATIONAL INSTITUTION.— The term 'eligible educational institution' means—

"(A)_an institution of higher education (as such term is defined foreign—unit-of

e rhiain a—inpliidin e i trootarl Aiqracer Ao
a-traae OF-BUSHes83; llluluulllu (=] PUILIIUIOIIIP oF-ah Ulll.ll,y ooatcu (=) U!OIUHGIUU\J as

a_sa%e—enﬁfy—#em—i’fs—e%%ﬁdeﬁn section 101 _or _102(c)_of the Higher

Education Act of 1965) that is a college or university described in section 511(a)

(2)(B).or
"(B)_an oraanlzatlon descr/bed in section 170(b)(1)(A)(iv), section #1704-ef
(b 1)(A)(v1) or sectlon

aﬁd——e-F@-H—a-p-pl-y—uﬁ#eﬂﬁW—fe—ﬂH—mem‘bHV an institution__described in

subparagraph (A) for purposes of applying_for or administering credit amounts on

behalf of such institution.

"(4)_CERTIFIED EDUCATIONAL INSTITUTION.— _The term 'certified educational
institution' means an eligible educational institution which_has been allocated a credit

O A =

amount for a qualifying_project and—

"(A)_has received a_cettification for such gproup—whieh—are—Ynited-States

charakalda 1tk ot tn tha foraicn e tam which-bhae-sHe L-.-.nii.'nnt nd
uTcuwl OIS erS-WHh IUOHGUL o e |U|U|9|| COrpoOratiornwrituT T o SUCTTorayot, 7] er

subsection (d)(2),.and

"(B).designates_credit \(a)nounts to taxpayers for qualifying_cash contributions
toward such project under subsection () {4).
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"(ed) QUALIFIEP—POSSESSION—WABES——FOR—PURPOSES OF —FHIS—SECHONYING
UNIVERSITY RESEARCH INFRASTRUCTURE PROGRAM.—
1) Es TABLISHMENT.—
"(-’FA) IN GENERAL,—

mlnl RN A PIR | EQRpr

Patarot |||uu1|Uu u_y LLELVARS =) H
PYPTT S | SO A el Aa—me poain o e o af-thao HY2o |
wWir—tAe-aetive—conadet © SO uuouluoo Withih—& }Juoouooluu vrieToTnte T

2

utatco 1474 Glly Gmpluycc fUr OUr‘V‘I’CUD Por IUllllUd lll OUUII HUﬁDUDUNOt /ater than 180

days affer the date of the enactment of this section, the Secretary, after
consultation with the Secretary of Education, shall establish a program to—

2(i)_certify and allocate credit amounts for qualifying_projects to_eligible

educat/onal institutions, btt-enty—if-stieh—services—are—performed-while—the

“(i)__allow _certified _educational _institutions fo designate cash
contributions for_qualifying projects of such certified educational institutions
as qualified cash contributions.

(28) LIMITATION_GN_P’M@HNHF—VV#GES—FHGEN—WQ—A%&}N%—JW_H

() _ALLOCATION LIMITATION PER INSTITUTION.— The credit _amounts
allocated to a_certified _educational institution under subparagraph (-’I-)—wifeh

*Feﬂ*meﬁl—ef—paﬂ-ﬁme—emﬁ{eyeee—efe-—%)(/) for all

exceed $50,000,000 per calendar year.
"(ii) OVERALL ALl OCATION LIMITATION.—

eotporation—s—net—withIN_GENERAL— The total amount of auallfy/ng
project credit amounts that may be allocated under subparagraph_(A)(i)
shall not exceed—

~(aa)_$500.000,000 for each of calendar years 2022 2023
2024, 2025, and 2026, and

J(bb)_$0 for each subsequent year.

X(I)_ROLLOVER OF UNALLOGATED CREDIT AMOUNTS.— Any credit
amounts described in subclause (I) that atre unallocated during a

ﬁeﬁeessieﬁ—ai—a#ﬁmeeﬂﬁng—ihe—ta*ab{e-ye&hcalendar year shall be

carried fo the succeeding_calendar year and added to the limitation

apﬁhe/lowable under Pﬂfaﬁfaph-ﬁﬂﬂﬂﬁ—feepeet—te—sueh—efmﬂeyee-ehaﬂ

limitasuch subclause for such succeeding calendar year.

L(1j) _DESIGNATION/) LIMITATION.— _ The aggregate amount of cash

contributions which Wﬁﬂld—efheﬂmse—be—fﬁ—e#eet—wader—aemgpaph-m_@)
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has-the-meening-givenare designated by a certified educational institution as
qualifying_cash_contributions with respect to any qualifying_project shall not
exceed 250 percent of the credit amount_allocated to such fcerm—by

H it st raseka—to—aav—dallar
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tified educational institution for a
qualifying_project under subparagraph (A)i).

"(2) CERTIFICATION APPLICATION.— Each eligible_educational institution which
applies for certification of a project under this paragraph shall submit an application in
such time, form, and manner as the Secretary, may require.

" 3 M AlAl B Eafa— A G Re L st — - AROR- AL A L LALANZ LA RO LB D
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T
ELECTION CRITERIA FOR _ALLOCATIONS TO
ELIGIBLE EDUCATIONAL INSTITUTIONS.— The Secretary,_after consultation with the
Secretary of Education,_shall select applications from eligible educational institutions—

"A) based on the extent of the expected expeansesion of any—guatified

arma-tnt
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amountdet_eligible educational institution’s targeted research within disciplines in

MG G =

science. mathematics,_engineermin

g,_and technology, and

"(B)_in_a_manner that ensures consideration is_given to eligible educational

institutions with full-time student population's quhﬂed-peeseeaeﬁ—wagee-fm
texable-yeof less than 12,000. ‘

"(4)_DESIGNATION OF QUALIFIED CASH CONTRIBUTIONS TO TAXPAYERS.— The

Secretary, bears-te-if)-the-aggregate-amoun

Il
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te—in—elause—{Haffer consultation with the Secretary_of_Education,_shall establish a
process by which cettified educational institutions shall designate cash contributions to
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such institutions as qualified cash contributions.
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ALLOCATIONS AND DESIGNATIONS.—

"(A)_ALLOCATIONS.— The Secretary shall_upon allocating_credit amounts to
ar._applicant under this su ection, publicly disclose the identity of the applicant
and the credit amount allocated to such applicant.
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"(B) _DESIGNATIONS.— Each certified education—tnder—this—chapter—to—the
qHah‘Hed—eemefaﬁeﬁ—feHsueh—taxaHe—a/ Institution shall,_upon designating
contributions of a taxpayear Wffh—FespeeHe——ﬂ-)—eHWGyef—eeﬁfﬁbuﬂene—uﬁaepa

fe—or—disabilityas qualified cash contributions under this subsection,_publicly
disclose the /dent/tv of the taxpayer and the amount of contributions designated in

time, form, and manner as the Secretary may require.

'(e)_REGULATIONS AND GUIDANCE.— The Secretary, _after consultation with the
Secretary of Education when applicable, shall prescribe such requlations and guidance as
may_be _necessary or approptiate to carry_out the purposes of this section, including
regulations or other guidance for—

2(1).prevention of abuse,

"(2)_establishment of reporation;-stbseetion-(a)-shalt-be-applied-by-substittting56
pereent-for-20-pereent-ng_requirements,

"(3)_establishment of selection criteria for applications, and

- "(24) Quelified-smeall-demestie-eerporatiendisclosure of allocations.

"()_PENALTY FOR NONCOMPLIANCE.—

"(Al1) IN GENERAL.—

dur/ng the 5-year period beglnnmq on the date of the allocation of credit amounts to a
cettified_educational mst/tut/on under subsectlon (d)_( 1 )_(A)_(_/) there is a noncompl/ance
event withe reetirem s '

eorperatienspect to such credit amounts, then the following rules shall apply

"(A)_ GENERAL RULE.— Any cash contribution designated as a qualifying_ cash
contribution with respect to a _qualifying_project for which such credit amounts

were allocated under subsection (bd)(1 )(BA) (iy—L60) shas—&t—leaet—E—qu—fame

unrelated business taxable income (as defined in section 51 2) of such cettified

educational institution.

"(B)_RULE FOR UNUSED CREDIT AMOUNTS.— In the case of unused credit
amounts described under paragraph (2)(A)_and identified pursuant to subsection

{9). the Secretarv shall r?allocate any paort/on of such peﬂed—rmmeelm%e,ty
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eeﬁaeraﬁeﬁ—eaﬁd—a{mﬁseﬁe—relﬁed-*hefefe)—f%eﬂehunused credit amounts_to

certified educational_institutions in _lieu of imposing the general_rule under

subparagraph (A).
"(2)_NONCOMPLIANCE EVENT— For purposes of this subsection, the term
'noncompliance event' means, with respect to a credit amount allocated to a certified

educational institution—

"(A)_cash_contributions equaling_the amount_of such credit amount are not
designated as _qualifying_cash contributions within 2 _years after December 31 of
the year such credit amount is allocated,

"(B)_a_qualifying_project with respect fo which such credit amount _was

-\ R

allocated is not placed in service within either—
"(i)_4_years after December 31 of the year -such e-yeaepeﬁed—ls—ﬁe’é

A eGP

amount is_allocated, or

"(ii) a period of time that the Secretary determines._is appropriate, or

"(C) the research infrastructure property_placed in service as part of a
project with respect to which such credit amount was allocated ceases

to be used for research within five years after such property. is placed in service.

"9) REVIEW AND REALLOCATION OF CREDIT AMOUNT:S.—
"(41)

"a'P})IIUd U_y oubotltuulls 7 I\J\J [VAVAV) A4} \P\JU,U\JU . \ } 1 U\)OU\J\JIUII T ane TItGU
StatesREVIEW.— Not later than 5 years after the date of enactment of this sectlon the
Secretary shall review the credit amounts allocated under this section as of such date.

) &
420 ENOL far S EN OQO WAl DPDaccacatory £t Llnttadl

"(2)_.REALLOCATION.—

"(44) IN GENERAL— The term—pessession—of—the—bnited—States'—feans
Ameﬁeaﬁ—sﬂmea—the—eemmeﬁweﬂl%h—ef—the—Neﬁhef Secretary may_reallocate
credit amounts allocated under this section if the Secrefary determ/nes as of the
date of the review in Mpart

and—the—Virgin—islandsagraph (1), that 'such_credit_amounts are subject to a
noncompliance event.

aball_nat ba—te A aaBaE 4 of fl o mevraatase lenara b th Lnitad Ctat ™
wrran rnul ve I-IUCII.UU [= o] }JCIII- LV B L II|UUIIIU taXA—TavWwS— o1 o™ OTIiioyu VJTATOS™ TUT
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PROGRAM.— If the Secretary determines that credits _under_this section are

billcomparelcs.house.gov
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available for reallocation pursuant to the requirements set forth in Subparagraph
(A),_the Secretary is authorized to conduct an additional program for applications
for certification.

Y(C)_DEADLINE FOR REALLOCATION.— The Secretary shall_not certify any
project, or reallocate any_credit amount,_ pursuant to this paragraph _after
December 31, 2031.

"(h) DENIAL OF DOUBLE BENEFIT— No credit or deduction shall be allowed under any
other_provision of this chapter for any qualified cash contribution for which a credit is

allowed under this sectlon—ihie-eee’ékﬁﬁhaﬁ—be—apphed—eaeafa%e}y—\ﬂ

(i RULE FOR TRUSTS AND ESTATES.— For purposes of this section, rules similar to the

respeet-to-each-pessession-of-the-United-Statesules of subsection (d) of sect/on 52 shall
apply.

"(et/) TERMINATION.— N6 W A cHon By y
begirning This section shall not apply to qualified cash contributions made after December
31, 2034:3.".

(b) CREDIT MADE PART OF GENERAL BUSINESS CREDIT.—

Subsection (b) of section 38, as amended by the preceding provisions of this Act, is
amended by striking "plus" at the end of paragraph (8541), by striking the period at the end
of paragraph (3642) and inserting ", plus”, and by addlng at the end the following new
paragraph:

"(437) the pessessions—econemie—activityublic university research infrastructure

credit determined under section 45%4A.".

(c) CLERICAL AMENDMENT,—
The table of sections for subpart BD of part IV of subchapter A of chapter 1, as amended
by the preceding provisions of this Act, is amended by adding at the end the following_new
item: '

"Sec.— 45¥—Peossessiens-Eeonemic-Aetivity-GAA. Public university research infrastructure

credit.".

(d) EFFECTIVE DATE.— The amendments made by this sectlon shall apply to fa*abke

fa*ab+e-yeafs—ef—ﬂ3fergﬁ-eefpefa{+eﬁe—eﬁdauallﬁed cash contr/butlons made after December

Sec. 1377502. Modification of excise tax on investment income of private colleges
and universities

(@' PH.SEOQUT OF INVES ,TMEN'(/ INCOME EXCISE TAX FOR PRIVATE COLLEGES AND
UNIVERSITIES PROVIDING SUFFICIENT GRANTS AND SCHOLARSHIPS, —
Section 4968 is amended by adding at the end the following new subsection:

billcomparelcs.house.gov - 793/1449
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"() PHASEOUT FOR INSTITUTIONS PROVIDING QUALIFIED AID.—

"(1) IN GENERAL.— The amount of tax imposed by subsection (a) (determined

without regard fo this subsection) shall be reduced (but not below zero) by the amount
which bears the same ratio to such amoeunt of tax (as so determined) as—

billcomparelcs.house.gov

"(A) the excess (if any) of—

"(i) the aggregate amount of qualified ald awards provided by the
institution to its- firsttime, full-time undergraduate students for academic
periods beginning during the taxable year, over

"(ii) an amount equal to 20 percent of the aggregate undergraduate
tuiion and fees .received by the institution from first-time, full-time
undergraduate students for such academic periods, bears to

"(B) an amount equal to 13 percent of such aggregate undergraduate tuition
and fees so received.

"(2) INSTITUTION MUST MEET REPORTING REQUIREMENT.—

"(A) IN GENERAL.— Paragraph (1) shall not apply to an applicable educational
institution for a taxable year unless such institution furnishes to the Secretary, and
makes widely available, a statement detailing the average aggregate amount of
Federal student loans received by a student for attendance at the institution,
averaged among each of the following groups of first-time, full-time
undergraduate students who during the taxable year completed a course of study
for which the institution awarded a baccalaureate degree:

"(i) All such students.

"(ii) The students who have been awarded a Federal Pell Grant under
subpart 1 of part A of title IV of the Higher Education Act of 1965 for
attendance at the institution.

"(iii) The students who received work-study assistance under part C of
title IV of such Act for attendance at such institution.

"(iv) The students who were provided such Federal student loans.

"(B) FORM AND MANNER FOR REPORT.— Such statement shall be furnished at
such time and in such form and manner, and made widely available, under such
regulations or g'uidance as the Secretary may prescribe.

"(C) FEDERAL STUDENT LOANS.— For purposes of this paragraph, the term
'Federal student loans' means a loan made under part D of title IV of the Higher
Education Act of 1965, except such term does not include a Federal Direct PLUS
Loan made on behalf of a dependent student.

"(3) OTHER DEFINITIONS.— For purposes of this subsection—

"(A) FIRST-TIME, FULL-TIME UNDERGRADUATE STUDENT.— The term ‘first-time,
fulltime undergraduate student' shall have the same meaning as when used in
sergion 132 of the Higher Eeycation Act of 1965. '

"(B) QUALIFIED AID AWARDS.— The term 'qualified aid awards' means, with
respect to any applicable educational institution, grants and scholarships to the

794/1449
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extent used for undergraduate tuition and fees.

*(C) UNDERGRADUATE TUITION AND FEES.— The term 'undergraduate tuition
and fees' means, with respect to any institution, the tuition and fees required for
the enrollment or attendance of a student as an undergraduate student at the
institution.”,

(b) INFLATION ADJUSTMENT TO PER STUDENT ASSET THRESHOLD . —
Section 4968(b) is amended by adding at the end the following new paragraph:

"(3) INFLATION ADJUSTMENT~— In the case of any taxable year beginning after
2022, the dollar amount in paragraph (1)(D) shall be increased by an amount equal to

"(A) such dollar amount, multiplied by

“(B) the cost-of-living adjustment determined under section 1(f)(3) for the
calendar year in which the taxable year begins, determined by substituting
‘calendar year 2021' for 'calendar year 2016" in subparagraph (A)(ii) thereof.

If any increase determined under this paragraph is not a multiple of $1,000, such
~ increase shall be rounded to the nearest multiple of $1,000.",

(c) CLARIFICATION OF 500 STUDENT THRESHOLD.— Section 4968(b)(1)(A) is amended
by inserting "below the graduate level” after "500 tuition-paying students",

(d) EFFECTIVE DATE.— The amendment made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 1377503. Treatment of Federal Peli Grants for income tax purposes

(a) EXCLUSION FROM GROSS INCOME.— :
Section 117(b)(1) is amended by striking "received by an individual" and all that follows
and inserting

received by an individual—

"(A) as a scholarship or fellowship grant to the extent the individual establishes
that, in accordance with the conditions of the grant, such amount was used for
qualified tuition and related expenses, or

"(B) as a Federal Pell Grant under section 401 of the Higher Education Act of
1965.",

(b) TREATMENT FOR PURPOSES OF AMERICAN OPPORTUNITY TAX CREDIT AND LIFETIME
LEARNING CREDIT.— Section 25A(9)(2) is amended—

(1) in subparagraph (A), by inserting "described in section M7(b)(1)(A)" after "a
qualified scholarship", and

(2) in subparagraph (C), by inserting "or Federal Pell Grant under section 401 of
the Higher Education Act of 1965" after "within the meaning of section 102(a)".

(C) EFFECTIVE DATE.— The am@tdment made by this section shall apply to taxable
years beginning after December 31, 2021. '

billcomparelcs.house.gov
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Sec. 1372504, Repeal of denial of American Opportunity Tax Credit on basis of
felony drug conviction

(a) IN GENERAL.— Section 25A(b)(2) is amended by striking subparagraph (D).

(b) EFFECTIVE DATE.— The amendment made by this section shall apply to taxable
years beginning after December 31, 2021.

[INOTE-- MOVED /tXIli/stl to IXN/stG ]

Subtltle 1G— Responsnbly Funding Our Priorities
Part 1— Corporate and International Tax Reforms

Subpart A— Corporate tarateprovisions

Subpart B— Limitations on deduction for interest expense
Subpart C— Outbound ihternational provisions
Subpart D— Inbound international provisions
Subpart E— Other Business Tax Provisions

Part 2— Tax increases for high-income individuals

P t 3 Madificatione—afrles o Latinataratirarnent alana-Cubhnaart A
ar ——totHticatos O oo oAt Yo Fearetrnoriryiarto Tolpartm™m
L ima it ot arna—em-hiath-Heoe 4o S LR b lorao—re fimama it anaalt =X
—AttatHe SO Tmyr=iTouiTS IAAPAyCTO Wit arygc FethrermchitTactuulit
nnnnn Qi opt D fenY 120 alatin el il ratirarmmant
paances uuupal L omer }JIUVIOIUHO IUIGLIIIH Lu llluwluucu retrement

unding the Internal Revenue Service and Improving
Taxpayer Compliance

%;

Part 54— Other provisions

Sec. 138001. Amendment of 1986 Code
Except as otherwise expressly provided, whenever in this subtitle an amendment or

repeal is expressed in terms of an amendment to, or repeal of, a section or other provision,
the reference shall be considered to be made to a section or other provision of the Internal

Revenue Code of 1986.

[NOTE-- DELETED /tX|||/St|/p1/SpA/S138101: See—138404-Inereasein
eorpstate-tax-rate] ()
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-Sec. 1381

iridi eetly} oy-members-ef-such-illernati
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alternative_ minimum tax

(a) IMPOSITION OF TAX.—
(1)_IN GENERAL.— Paragraph (2)_of section 55(b)_is amended to read as follows:

"(2) .CORPORATIONS.—

"(A)_APPLICABLE CORPORATIONS.— In_the case of an applicable
corporation,_the tentative minimum_tax for the taxable year _shall be_the
excess of— ’

"(i)_15 _percent of the adjusted financial_statement _income for the
taxable year (as determined under section 56A), over

"(ii|_the corporate AMT foreign tax credit for the taxable year.

"(B) OTHER CORPORATIONS.— In the case of any corporation which is not
an applicable corporation, the tentative minimum tax for the laxable year
shall be zero.".

(2) APPLICABLE CORPORATION.— Section 59 is amended by adding_at the end the
following_new subsection:

"(k)_APPLICABLE CORPORATION.— For purposes of this part—
1) APPLICABLE CORPORATION DEFINED.—

"(A)_IN GENERAL— The term 'applicable__corporation' _means any
corporation (other than an S corporation,_a requlated investment company, or
a real estate investment trust) which, for any applicable 3-taxable year period

") has the average annual adjusted financial statement income
which is greater than $1,000,000,000, and

(i) in the case of a corporation described in paragraph (2),_has an
average annual adjusted financial statement income (determined without
regard to the application of paragraph . (2))_which is $100,000,000 or
more.

"(B)_APPLICABLE 3-TAXABLE YEAR PERIOD.— For purposes of this
paragraph,_the term 'applicable 3-taxable-year period' means, with respect to
any corporation for any taxable year, any 3 consecutive taxable years of such
corporation_occurring_during_the period ending_with the taxable year which
precedes such taxable year. For purposes of the preceding sentence, only.
taxable years ending after December 31, 2019,_shall be taken into account.

"(C)_ExcEPTION.— _Notwithstanding subparagraph _(A),__the term
'applicable corporation'_shall not include any corporation which otherwise
meets the requirementgof sub subparagraph (A)_ if—

(i)_such corporation—

billcomparelcs.house.gov
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“(l)_has a change in ownership, or

"(ll)_has a consistent reduction in adjusted financial statement
income below the dollar amounts applicable to _such corporation

"(i)_the Secretary determines that it would not be appropriate to
continue fo treat such corporation as an applicable corporation.

The preceding_sentence shall not apply to any_corporation if_after the
Secretary makes the determination described in clause (i), stch
corporation meets the requirements of subparagraph (A)_for any
applicable 3-taxable year period beginning_after the first taxable year for
which the determination applies.

“(D) _SPECIAL RULES FOR DETERMINING AVERAGE ANNUAL ADJUSTED

FINANCIAL STATEMENT INCOME.— Solely for purposes of determining the

‘average annual adjusted financial statement income of a_corporation for any
period—

"(i)_all persons treated as a single employer under subsection (a) or
(b)_of section 52 shall be treated as 1 person, except that in applying
section 1563 for purposes of section 52, the exceptions under
subparagraphs (C) and (D) of section 1563(b)(2)_shall be disregarded,

i) in the case of a foreign corporation,_only income described in
section 56A(c)(3) _and income that is, or is treated as, effectively
connected with the conduct of a_frade or business in the United States)
shall be taken into account.

"(E)_ OTHER SPECIAL RULES.—

2()_CORPORATIONS IN_EXISTENCE FOR LESS THAN 3 YEARS.— If the
corporation was in existence for less than 3-taxable years, subparagraph
(B)_shall be applied by substituting the number of taxable years for which
the corporation was in_existence for ‘3.

(i) SHORT TAXABLE YEARS.— Adjusted financial statement income
for_any taxable year of less than 12 months shall be annualized by
multiplying_the adjusted financial statement income for the short period
by 12 and dividing the result by the number of months in the short
period. -

“(li) TREATMENT OF PREDECESSORS.— Any reference in this
Subparagraph__fo a corporation shall include a reference -to any
predecessor of stch corporation.

"(2)_SPECIAL RULE FOR FOREIGN-PARENTED CORPORATIONS.—

"(A)_IN _GENERAL.— Solely for_purposes of determining whether a

e e e e e el T RN YO T AN I

-corporation is an applicable corporation under paragraph (1),_any corporation

which for any taxable ¥Bar is a member of an international financial reporting
group the common parent of which is a foreign corporation shall include in

801/1449



10/28/21, 1:28 PM Legislative Diff

the adjusted financial statement income of such corporation for such taxable
vear the adjusted financial statement income of all foreign members of such
group.

"B) INTERNATIONAL FINANCIAL REPORTING GROUP.— For purposes of this
subparagraph (A),_the term 'international financial reporting_group' means,
with respect to any reporting. year,_two or more entities if—

(i) either—

"(I_at least one entity is a forejgn corporation engaged in a
trade or business within the United States, or.

"(l)_at least one entity is a domestic_corporation and another
entity is a foreign corporation, and

"(ii)_such_entities are included_in the same applicable financial
statement with respect to such yeat.

"(3)_REGULATIONS AND OTHER GUIDANCE.— The Secretary shall provide
regulations and other guidance for the purposes of carrying out this subsection,
- including requlations or other guidance—

™A)_providing_a_simplified method for determining. whether a corporation
meets the requirements of paragraph (1), and

™(B)_addressing_the application of this subsection fo a corporation that
experiences a change in ownership.".

(3) REDUCTION FOR_BASE EROSION AND ANTI-ABUSE TAX.—_Section 55(a)(2)_is
amended by inserting "plus,_in the case of an applicable corporation (as defined in
subsection (b)(2)),_the tax imposed by section 59A" before the period at the end.

(4)_CONFORMING AMENDMENTS.—

N A e e S 2 —t Y O e e AT

a corporation, there" and inserting "There".
B
(i) Section 55(b)(1)_is amended—

(1)_by striking_so much as precedes subparagraph (A)_and inserting
the following;

(A)_Section 55(a)_is amended by striking "In the case of a taxpayer other than

"(1)_NONCORPORATE TAXPAYERS.— In the case of a taxpayer
otherthan a corporation—", and

(1)_by adding at the end the following_new subparagraph:

") ALTERNATIVE _MINIMUM TAXABLE INCOME.— The term
'alternative minimum taxable income' means the taxable income of
the taxpayer for the taxable year—

"(i)_determined with the adjustments provided in section 56
and section 58, and

/
i) iﬁ*;g:reased by the amount of the items of tax preference
described in section 57.

bilicomparelcs.house.gov
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If a taxpayer is subject to the regular tax,_such taxpayer shall be
subject to the tax imposed by this section (and._if the reqular tax

+ Is_determined by reference to an amount other than taxable
income, such amount shall be treated as the taxable income of
such taxpayer for purposes of the preceding sentence).".

(ii)_Section 860E(a)

=/ —— NS DI LY,

inserting "55(b)(1)(D)".

(C)_Section 11(d)_is amended by striking "the tax imposed by subsection (a)"
and inserting "the faxes imposed by subsection (a) and section 55",

(D)_Section 12 is amended by adding_at the end the following new paragraph:

2(8)_For alternative minimum tax, see section 55.".
(E)_Section 882(a)(1)_is amended by inserting ", 55," after "section 11",
(F) Section 6425(c)(1)(A).is amended to read as follows:

"(A)_the sum of—

"(i)_the tax_imposed by section 11 or subchapter L of chapter 1,
whichever is applicable, plus

"(ii)_the fax imposed by section 55, plus

"(iii)_the tax imposed by section 59A, over".

(G)__Section 6655(e)(2) is’ amended by _inserting_"._adjusted financial
statement income (as_defined in section 56A)," before "and modified taxable

A (H)_Section 6655(g)(1)(A)_is amended by redesignating clauses (i) and (i)
as clauses (jij) and (iv),_respectively,_and by inserting_after clause (i) the following
new clause:

(i) the tax imposed by section 55"
(b) ADJUSTED FINANCIAL STATEMENT INCOME.—

(1)_IN GENERAL.— Part VI of subchapter A of chapter 1 is amended by inserting
after section 56 the following new section:

"Sec. 56A. Adjusted financial statement income

(a)_IN_GENERAL— For purposes of this part_the term 'adjusted financial
statement income' means, with respect to any corporation for any taxable year. the net
income or loss of the taxpayer set forth on the taxpayer’s applicable financial
statement for such taxable year, adjusted as provided in this section.

’(b)_APPLICABLE FINANCIAL STATEMENT.— For purposes of this section, the term
‘applicable financial statement' means,_with respect to any taxable year, an applicable
financiea!_statement (as defined i(r/z)section 451(b)(3))_which covers such taxable year.

t) GENERAL ADJUSTMENTS,—

bilicomparelcs.house.gov
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"(1)_STATEMENTS COVERING DIFFERENT TAXABLE YEARS.— Appropriate
adjustments shall be made in adjusted financial statement income in_any case in
which an applicable financial statement covers a period other than the_taxable
year.

"(2).SPECIAL RULES FOR RELATED CORPORATIONS.—

"(A)_CONSOLIDATED FINANCIAL STATEMENTS.— If the financial results of a
taxpayer are reported on the applicable financial_statement for a _group of
entities, such statement shall be treated as the applicable financial statement
of the taxpayer.

"(B)_CONSOLIDATED RETURNS.— If the taxpayer files a consolidated
return for any taxable year_adjusted financial statement income for such
taxable vear shall take into account items on the taxpayer's applicable
financial statement which_are properly_allocable fo members of such group
included on such return.

"(C) _TREATMENT OF DIVIDENDS AND OTHER AMOUNTS.—— In the case of
any corporation which is not included on a consolidated return with the
taxpayer,_adjusted financial statement income shall_take_into account the
earnings of such other corporation only to the extent of the sum of the
dividends received from such other corporation and other amounts required
to be included in_gross_income under this chapter (other than amounts
required to_be included under sections 951 and 951A)_in respect of the
earnings of such other corporation.

"(3)_ADJUSTMENTS TO TAKE INTO ACCOUNT CERTAIN ITEMS OF FOREIGN
INCOME.—
"(A) CONTROLLED FOREIGN CORPORATIONS.—

A N N e e e s A e e e ——

") IN GENERAL.— If_for any taxable year,_a taxpayer is a United
States shareholder of one or more controlled foreign corporations, the
adjusted financial statement income of such taxpayer shall be adjusted
to take into account such taxpayer's pro rata share (determined under
rules similar to_the rules under section 951(a)(2))_of items taken inio
account in computing_the net income or loss set forth on the applicable
financial statement of each such controlled foreign corporation with

respect to which such taxpayer is a United States shareholder.

"(ii) NEGATIVE ADJUSTMENTS.— In any case in which the adjustment
determined under clause (i) would result in a negative adjustment for
such taxable year—

") no adjustment shall be made under this subparagraph for
} such taxable year, and

"(ll)_the amount of the adjustment determined under this

SAM MG

‘ regard [0 i‘his\subnaraaraph) shall be reduced by an amount equal
to the negative adjustment for such taxable year.
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(B) DISREGARDED ENTITIES.— Adjusted financial statement income shall
be adjusted to take into account any adjusted financial statement income of a
disregarded entity owned by, the taxpayer that is not otherwise included on
the applicable financial statement.

"(4)_ADJUSTMENTS FOR CERTAIN TAXES.— Adjusted_financial statement
income shall be appropriately adjusted to disregard any Federal income taxes, or
income, war profits, or excess profits taxes (within the meaning_of section 901)
imposed by any foreign country or possession of the United States,_which are
directly or indirectly taken into account on the taxpayer's applicable financial
statement. The preceding sentence shall not apply to any such taxes imposed by
a foreign country or possession of the United States if the taxpayer does not
choose fo take, to any extent, the benefits of section 901,

(5)_SPECIAL RULE FOR COOPERATIVES.— In the case of a_cooperative to
which section 1381 applies, the adjusted financial statement income (determined
without regard to this paragraph) shall be reduced by the amounts referred to in

 section 1382(b) (relating. to patronage dividends and per-unit retain allocations) to

the extent such amounts were not otherwise taken into account in determining
adjusted financial statement income.

!(6)_RULES__FOR ALASKA NATIVE CORPORATIONS.— Adjusted financial
statement income shall be appropriately adjusted to allow—

2(A)_cost recovery and depletion_attributable to property the basis of
which is determined under section 21(c) of the Alaska Native Claims
Settlement Act (43 U.S.C. 1620(c)),.and

"(B)_deductions for amounts payable made pursuant to section 7(i) or
section 7(j) of such Act (43 U.S.C. 1606(j) and 1606(j))_only at such time as
the deductions are allowed for tax purposes.

(7) AMOUNTS ATTRIBUTABLE TO ELECTIONS FOR DIRECT PAYMENT OF CERTAIN
CREDITS.— Adjusted financial statement income shall be éppropriateleusted fo
disregard any amount received as a refund of taxes which is_attributable to an
election under section 6417.

’(8) CONSISTENT TREATMENT OF REASONABLE MORTGAGE SERVICING INCOME
OF A TAXPAYER OTHER THAN A REGULATED INVESTMENT COMPANY.— Adjusted
financial statement income _shall be appropriately adjusted to provide that
reasonable compensation (as determined by the Secretary) recognized in
connection with a mortgage servicing_contract shall_not be taken into account
earlier than when such income is taken into account under section 451,

2(9).SECRETARIAL AUTHORITY TO ADJUST ITEMS.— The Secretary shall issue
regulations and other guidance to provide for such adjustments to adjusted
financial statement income as the Secretary determines necessary to carry out
the nurposes of this section, including adjustments—

"(4).fo prevent the(/c}mission or duplication of any item, and
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(relating_to corporate liquidations) and part lll of subchapter C of this chapter
(relating_to corporate organizations and reorganizations).

"(d)_DEDUCTION FOR FINANCIAL STATEMENT NET OPERATING LOSS.—

"(1)_IN_GENERAL.— Adjusted financial statement income (determined after
application of subsection (c) _and without regard to this subsection) shall be
reduced by an amount equal to the lesser of—

"(A)_the aggregate amount of financial statement net_operating_loss
carryovers to the taxable year, or.

"(B)_80 percent of adjusted financial statement income computed without
regard to the deduction allowable under this subsection.

"(2)_FINANCIAL STATEMENT NET OPERATING LOSS CARRYOVER.— A financial
statement net operating_loss for any taxable year shall be a financial statement
net operating loss carryover to each taxable year following the taxable year of the
loss. The portion of such loss which shall be carried to subsequent taxable years
shall be the excess, if any, of the amount of such loss over the amount of such
Joss remaining_after the application of paragraph (1). '

"(3)_FINANCIAL STATEMENT NET OPERATING LOSS DEFINED.— For purposes of
this_subsection,_the term ‘financial statement net operating. loss' _means the
amount of the net loss (if any)_set forth on the corporation’s applicable financial
statement (determined after application of subsection (c) and without regard fo
this subsection) for taxable years ending after December 31, 2019.

"(e)_REGULATIONS AND QTHER GUIDANCE.— The Secretary shall provide for such
regulations an other guidance as necessary. fo carry out the purposes of this section,
including._requlations_and_other guidance relating_to_the effect of the rules of this
section on partnerships with income taken into account by an applicable corporation. .

(2) CLERICAL AMENDMENT.—— The table of sections for part VI of subchapter A of
chapter 1 is amended by inserting_after the jitem relating fo_section 56 the following
new item:

"Sec. 56A. Adjusted financial statement income.".

(c)_CORPORATE AMT FOREIGN TAX CREDIT.—
Section 59. as amended by this section,_is amended by adding. at the end the following

new subsection:

"(1) CORPORATE AMT FOREIGN TAX CREDIT.—

"(1)_IN GENERAL.— For purposes of this part,_if an applicable corporation chooses
to have the benefits of subpart A of part Il of subchapter N for any taxable year, the
AMT foreign tax credit for the taxable year of the applicable corporation is an amount
equal to_sum of—

()

"(A) the lesser of-—
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"(i)_the aggregate of the applicable corporation’s pro rata share (as
determined under section 56A(c)(3)(A))_of the amount of income, war profits,
and excess profits taxes (within the meaning of section 901) imposed by any
foreign country or possession of the United States which are—

“(I)_directly or_indirectly taken into account on the taxpayer’s
applicable financial statement,_and

“(l)_paid or accrued (for Federal income tax purposes) by each
controlled foreign corporation with respect to which the applicable
corporation is a United States shareholder, or

"(ii)_the product of the amount of the adjustment under section 56A(c)(3)
and the percentage specified in section 55(b)(2)(A)(i)..and

"(B) the amouht of income, war profits,_and excess profits taxes (within the
meaning_of section 901) imposed by any foreign country or possession of the
United States to the extent such taxes are—

"(1)_directly or indirectly taken into _account on the applicable
corporation’s applicable financial statement, and

"(ii)_paid or accrued (for Federal income tax purposes) by the.apnlicable
corporation. ' ‘ :

"(2)_CARRYOVER OF EXCESS TAX PAID.—_For any taxable year for which an
applicable corporation chooses to have the benefits of subpart A of part lll of
subchapter N, the excess of the amount described in paragraph (1)(A)(i_over the
amount described in_paragraph (1)(A)(ii)_shall increase the amount described in
paragraph (1)(A)(i_in_any of the first 5 succeeding taxable years to the extent not
taken into account in a prior taxable year.

(3)_REGULATIONS AND OTHER GUIDANCE.— The Secretary shall provide for such
regulations and other guidance as necessary to carry out the purposes of this
subsection. "

(d)_TREATMENT OF GENERAL BUSINESS CREDIT —
Section 38(c)(6)(E) is amended to read as follows:

"(E)_CORPORATIONS.— In the case of a corporation—

"(j)the first sentence of paragraph (1) _shall be applied by substituting '25
percent of the taxpayer's net income tax as exceeds $25,000' for 'the greater of'
and all that follows, '

“(ii)_paragraph (2)(A)_shall be applied without regard fo clausev()'i)(_/) thereof,
and

(iii) paragraph (4)(A)_shall be applied without regard to clause (i) thereof.".

(e)_CREDIT FOR PRIOR YEAR MINIMUM TAX LIABILITY.—

(1)_IN GENERAL.— Section 53(e). is amended to read as follows:

"'%)_APPLIGATION. T _APPLIOABLE CORPORATIONS.— In the case of an applicable

corporation—
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all prior taxable years beginning_after 2022" for 'the adjusted _net_minimum tax
imposed for all prior taxable years beginning after 1986',_and

"(1)_subsection (b)(1) shall be applied by substituting_'the net minimum tax for

- (2)_the amount determined under subsection (c)(1)_shall be increased by the
amount of tax imposed under section 59A for the taxable yea.".

(2) CONFORMING AMENDMENTS.— Section 53(d) is amended—

"corporation”, and
(B)_by striking_paragraph (3).

- (f_EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning_after December 31, 2022.

Sec. 138102, Excise tax on repurchase of corporate stock

(a)IN GENERAL.—
Subtitle D is amended by inserting_after chapter 36 the following new chapter:

"Chapter 37— Repurchase of corporate stock

"Sec, 4501. Repurchase of corporate stock.

"Sec. 4501. Repurchase of corporate stock

"(a)_GENERAL RULE.— There is hereby. imposed on each covered corporation a tax
equal to 1_percent of the fair market value of any _stock of the corporation which is
repurchased by such corporation during the taxable year.

LA O

"(b)_COVERED CORPORATION.— For purposes of this section, the term 'covered
corporation' _means _any_domestic _corporation the stock of which is traded on an
established securities market (within the meaning_of section 7704(b)(1)).

"(c) REPURCHASE.— For purposes of this section—

"(1)IN GENERAL.— The term 'repurchase’ means—

"(A)_a_redemption within the meaning_of section 317(b)_with regard to the
stock of a covered corporation, and

"(B)_any transaction determined by the Secretary to be economically similar
{o a transaction described in subparagraph (A).

A a A L e —

"(2)_TREATMENT OF PURCHASES BY SPECIFIED AFFILIATES.—

"A) IN GENERAL.— The acquisition of stock of a covered corporation by a
specified _affiliate _of such covered corporation, from a_person who_is not the
covered corporation or a_specified affiliate of such covered corporation, shall be
treated as a repurchase of the stock of the covered corporation by such covered
cororation.

(/)

"(B)_SPECIFIED AFFILIATE.— For purposes of this_section,_the term 'specified
affiliate’ means,_with respect to any corporation—

o 441 1NN
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(i)-any corporation more than 50 percent of the stock of which is owned
(by vote or by valus), directly or indirectly, by such corporation, and

i) _any_partnership_more than 50 percent of the capital interests or
profits interests of which is held. directly or indirectly,_by such corporation.

“(3)_ADJUSTMENT.— The amount taken into account under subsection (a) with
respect fo any stock repurchased by a covered corporation shall be reduced by the
fair market value of any stock issued by the covered corporation during the taxable
Year,_including the fair market value of any stock issued to employees of such covered
corporation or a specified affiliate of such covered corporation during the taxable year
whether or not such_stock is issued in response fo_the exercise of an option to
purchase such stock,

Z(d) SPECIAL RULES FOR FOREIGN-PARENTED DOMESTIC CORPORATIONS.—

(1) IN GENERAL.— In the case of an acquisition of stock of an applicable foreign
corporation by a specified affiliate of such corporation (other than a fore/qmporat[_on
or a foreign partnership (unless such partnership has a domestic entity as a direct or
indirect_partner))_from a person who is not the applicable foreign corporation or a
specified affiliate of such applicable foreign corporation, for puiposes of this section—

Z(A)_such specified affiliate _shall be treated as a covered corporation with
respect to such acquisition,

"(B)_such acquisition shall be treated as a repurchase of stock of a covered
corporation by such covered corporation, and ‘

Y(C)_the adjustment under subsection (c)(3)_shall be determined only with
respect fo _stock issued by such specified affiliate to employees of the specified
affiliate.

"(2) SURROGATE FOREIGN CORPORATIONS.— In the case of a repurchase of stock
of a covered surrogate foreign carporation by _such covered surrogate foreign
cotporation, or an acquisition of stook‘of a covered surrogate foreign corporation by a
specified affiliate of such comporation, for purposes of this section—

X(A)_the expatriated_entity with respect to such covered surrogate foreign
corporation shall_be treated as a covered corporation with respect to such
repurchase or acquisition,

X(B)_such repurchase or acquisition shall be treated as a repurchase of stock
of a covered corporation by such covered corporation, and

(C)_the adjustment under subsection (c)(3)_shall be determined only with
respect to stock issued by such expatriated entity to emplayees of the expatriated
entity,

2(3) DEFINITIONS.— For purposes of this subsection—

"(A)_APPLICABLE FOREIGN CORPORATION.— The term 'applicable foreign
corporation’ means any foreign corporation the stock of which is traded on an
eviablished securities marké} (within the meaning_of section 7704(b)(1)).
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"(B)_COVERED SURROGATE FOREIGN CORPORATION.— The term 'covered
surrogate foreign corporation'_means _any_surrogate foreign corporation (as

. determined under section 7874(a)(2)(B) by. substituting_'September 20, 2021' for
March 4, 2003' each place it appears) the stock _of which is traded on an
established securities market (within the meaning of section 7704(b)(1))._but only

ColaliloliCt oy

with respect to taxable years which include any_portion of the applicable period
with respect fo_such_corporation under section 7874(d)(1).

"(C)_EXPATRIATED ENTITY.— The term 'expatriated entity’_has_the meaning
given such term by section 7874(a)(2)(A)-

"(e) EXCEPTIONS.— Subsection (a)_shall not apply—

"(1)_to_the extent that the repurchase is_part_of a reorganization (within the
meaning_of section 368(a))_and no gain or loss is recognized on such repurchase by
the shareholder under chapter 1 by reason of such reorganization,,

™(2)_in_ any case in which the stock repurchased is, or an amount of stock equal to
the value of the stock repurchased__is,_contributed to an employer-sponsored
retirement plan, employee stock ownership plan,_or similar plan,

M2 1L L

" "(3)_in_any_case in which the total value of the stock repurchased during_the
taxable year does not exceed $1,000,000,

"(4)_under_regulations prescribed by _the Secretary, in_cases in which the
repurchase is by a dealer in securities in the ordinary course of business,,

"(5)_to_repurchases by a requlated investment company (as defined in section

851) or a real estate investment trust, or

' "(6)_to_the extent that the repurchase is treated as a dividend for purposes of this
title.

"(f)_REGULATIONS AND GUIDANCE.— The Secretary_shall prescribe such regulations
and other guidance as are necessary or appropriate_to administer and to prevent the
avoidance of the purposes of this section, including_regulations and other guidance—

"(1)_to prevent the abuse of the exceptions provided by subsection (e),.
"(9) to address special classes of stock and preferred stock, and

"(3)for the application of the rules under subsection (d).".

(b)_TAX NOT DEDUCTIBLE.— Paragraph (6)_of section 275(a) is amended by _inserting
"37 " before "41",

(¢c) CLERICAL AMENDMENT.—

e s N A s L et —m

The table of chapters for subtitle D is amended by inserting_after the item relating_to
chapter 36 the following new item:

"CHAPTER 37—REPURCHASE OF CORPORATE STOCK".

© (d). EFFECTIVE DATE.—: The almendments made by _this section shall _apply_to
renurehasss (within the meaning, of Seéction 4501(c) of the Internal Revenue Code of 1986,
as added by this section) of stock after December 31, 2021.
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Sec. 138111. Limitations on deduction for interest expense
=2¢e6. 190171, Limitations on aeduction for interest ex

(a) INTEREST EXPENSE OF CERTAIN MEMBERS OF INTERNATIONAL FINANCIAL REPORTING

GROUPS. —

Section 163 is amended by redesignating subsection (n)_as subsection (p) and by

inserting_after subsection (m) the following new subsection:

"(n)_LIMITATION ON DEDUCTION OF INTEREST BY CERTAIN MEMBERS OF INTERNATIONAL

EFINANCIAL REPORTING GRQUPS.—

(1)_IN GENERAL.— In the case of any specified domestic corporation which is a

member of any international financial reporting. group,_the deduction under this chapter

for interest paid or accrued during the taxable year in excess of the amount of interest

includible_in the gross income of such corporation shall_not exceed the allowable

Rercentage of 110 percent of such excess.

(2)_SPECIFIED DOMESTIC CORPORATION.— For purposes of this subsection—

2(A)_IN_GENERAL— The term 'specified domestic corporation' means any

domestic_corporation other than—

“(i)_any corporation if the excess of—

2(1)_the average amount of interest paid or accrued by such
corporation during the 3-taxable-year period ending with the taxable year
fo which paragraph (1) applies,_over

2(ll) the average amount of interest includible in the gross income of
such corporation for such 3-taxable-year period,

does not exceed $12,000, 000,

X(iD—any_corporation to which paragraph (1)_of section 163(j)_does not
apply by _reason of paragraph (3)_thereof (relating to exempiion for certain
small businesses), and

(i) _any_ S _corporation,_real estate investment frust,_or requlated
investment company.

'(B)_AGGREGATION RULE.— For purposes of clauses (i__and (ij)_of

subparagraph (A),_all_domestic_corporations which are members of the same

international financial reporting group shall be treated as a single corporation.

2(C)_FOREIGN CORPORATIONS ENGAGED IN TRADE OR BUSINESS WITHIN THE

UNITED STATES.— For purposes of this subsection, if a foreign corporation is

engaged in a trade or business within the United States, such foreign corporation

shall be treated as a domestic corporation with _respect to the items that are
effectively connected with such trade or business., '

"(3)_INTERNATIONAL FINANCIAL REPORTING GROUP.— For purposes of this

subsection—
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Mi)_either—
 (l)_at least one entity is a foreign corporation engaged in a trade or
business within the United States, or

"(ll)_at least one entity is a domestic corporation and another entify
is a foreign corporation, and

"(ii)_such entities are included in the same applicable financial statement
with respect to such year.

"(B)_ELECTION TO INCLUDE ELIGIBLE CORPORATIONS IN GROUP.—

(i) IN GENERAL.— To the extent provided by the Secretary in regulations
or_other guidance,_an_international financial reporting_group _may_elect (at
such time and_in such manner as the Secretary may. provide) to freat all
eligible_corporations with respect fo such_group_as members of such group
for purposes of this subsection. As a condition of such election,_all such
eligible corporations must maintain (and provide such group access to) such
books and records as the Secretary determines are satisfactory to allow for
the application of this subsection with respect to such eligible corporations.

Such election may be revoked only with the consent of the Secretary.

"(ii) ELIGIBLE CORPORATION.— The term 'eligible corporation’ means, with
respect to_any international ﬁnancial reporting_group, any_corporation if at
least 20 percent of the stock of such corporation (determined by vote and
value) is_held (directly or_indirectly) by members_of_such _international
financial reporting.group (determined without regard to this subparagraph).

M e =

"(4) ALLOWABLE PERCENTAGE.— For purposes of this subsection—

"(A)_IN GENERAL.— The term 'allowable percentage’ means, with respect to
any specified domestic corporation for any taxable year, the ratio (expressed as a
percentage and not greater than 100 percent) of—

"(i)_such corporation’s _allocable share of the international _financial
reporting_group’s reported net interest expense for the reporting. year of such
group which ends in or with such taxable year of such corporation, over

"(ii)_such_corporation’s reported net interest expense for such_reporting,
year of such group.
"B) REPORTED NET INTEREST EXPENSE— The term 'reported net_interest
expense' means—
"(i)_with _respect to_any international financial reporting_group for any
reporting_year, the excess of—

"(I)_the _aggregale amount -of interest expense_reported in such
group’s applicable financial statements for such taxable year, over

"(ll)_the aggregate amount of interest_income reported in such
group’s applicable financial statements for such taxable year, and

"(iiy_with_respect to any. specified domestic corporation for any reporting,
year, the excess of—
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“(l)_the amount of interest expense of such corporation reported in
the books and records of the international financial reporting group which
are used in preparing_such_group’s_applicable financial statements for
such taxable year,_over

Z(ll) the amount of interest income of such corporation reported in
such books and records.

X(C) ALLOCABLE SHARE OF REPORTED NET INTEREST EXPENSE.— With respect
fo any specified domestic corporation which is a member of any international
financial reporting_group,_such corporation’s_allocable share of such group’s
reported net interest expense for any reporting_year is the portion of such
expense which bears the same ratio to such expense as—

(i) the EBITDA of such corporation for such reporting year,_bears to

Z(ii) the EBITDA of such group for such reporting year.
(D) EBITDA.— ,
J()_IN_GENERAL.— The term 'EBITDA' means, with respect to any

reporting_year, earnings before interest income and interest expense, taxes,
depreciation, depletion, and amortization—

(l_as_determined in the international financial reporting_group’s
applicable financial statements for such year, or

) aé determined in_the books and records of the international
financial reporting_group which are used in preparing_such statements if
not determined in such statements.

(i) _TREATMENT OF INTRA-GROUP DISTRIBUTIONS.— The EBITDA of any
specified domestic_corporation shall_be determined without regard to any
distribution received by such_corporation from any_other member of the
international financial reporting group.

"(E) SPECIAL RULES FOR NON-POSITIVE EBITDA.—

"(i)_Non-PosITIVE GROUP EBITDA.— In the case of any international

financial reporting_group the EBITDA of which is zero or less, paragraph (1)
shall not apply to any specified domestic corporation which is a member of
such group.

2(i)_NoN-PosITIVE ENTITY EBITDA.— In the case of any specified
domestic corporation the EBITDA of which is zero or less, the allowable
percentage shall be 0 percent.

"(8)_APPLICABLE FINANCIAL STATEMENT— For purposes of this subsection, the
term 'applicable financial statement' has the meaning_given such ferm in _section

(6) REPORTING YEAR.— For purposes of this subsection, the term 'reporting. year'
means zny year for which an ax()/o/icable financial statement is prepared or required to
) y A
be pripared,

billcomparelcs.house.gov

813/1449



10/28/21, 1:28 PM Legislative DIff

"(7)_REGULATIONS.— The Secretary may. jssue such regulations or other guidance
as are necessary or appropriate to carry out the purposes of this subsection, including,
regulations or other guidance which—

"(A)_allows or requires the adiustment_of_amounts_reported on_applicable
financial statements,,

"(B)_allows or requires_any,_corporation to be included or excluded as_a
member_of_any_international financial reporting_group_for purposes of any,
determination or calculation under this subsection,,

"(C)_treats subpart F_income of a controlled _foreign corporation,_and any
interest expense of such corporation which is related to_such income,_as income
and interest _expense,_respectively, of a specified domestic corporation for
purposes of this section,,

"(D)_prevents the omission, inclusion, or duplication of any item or amount of
interest income or interest expense, and

HILOI OOt IV Al M e ===

"(E) _provides rules for the application of this subsection with respect to—

"(i)_a_domestic corporation that is a partner (directly or indirectly)_in_a
partnership,.

"(ii)_a_domestic corporatioh that owns (directly or indirectly) an interest in
an entity that is fiscally transparent in one or more jurisdictions, and

Miii) a foreign corporation to which this subsection applies by reason of
paragraph (2)(C)." '
(b)__MODIFICATION OF APPLICATION OF LIMITATION _ON _BUSINESS INTEREST TO

PARTNERSHIPS AND S CORPORATIONS.—
Section 163(j)(4)_is amended to read as follows:

"(4)_APPLICATION TO PARTNERSHIPS AND S CORPORATIONS.—

"(A) IN GENERAL.— Except as otherwise provided in subparagraph_(B),_in the
case of any partnership or S corporation, this subsection shall be applied at the
partner or shareholder level, respectively.

"B) APPLICATION OF EXEMPTION FOR CERTAIN SMALL BUSINESSES.—

(i) PARTNERSHIPS.— In the case of any partner to which paragraph (3)
applies (determined without regard to this subparagraph), paragraph (1) shall
apply_by only_taking_into account such partner’s distributive share of items
from any partnership not described in paragraph (3).

. "(ii)_S CORPORATIONS.— In the case of any S corporation shareholder to
which paragraph_(3)_applies (determined without reqard_this subparagraph),
paragraph_(1)_shall apply with respect to such shareholder under rules similar
fo the rules of clause {i).

"C) REGULATIONS.— The Secretary. shall prescribe such regulations or other
gtidance as inay be neceglary of appropriate_to_carry out the purposes of this
section, including regulations or other guidance—
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“(i)_for_requiring_or_restricting_the allocation of items _and business
interest under this subsection,

(i) _to_provide for such reporting requirements as the Secretary
determines appropriate, and ' :

"(iii)_for the application of this subsection in the case of tiered structures
or trades or businesses described in Raragraph (2)(C).".

(¢)_CARRYFORWARD OF DISALLOWED INTEREST—

(1)_IN GENERAL.— Section 163 is amended by_inserting_after subsection (n), as
added by subsection (a), the following_new subsection:

(o) CARRYFORWARD OF CERTAIN DISALLOWED INTEREST.— The amount of any
interest not allowed as a deduction for any taxable year by reason of subsection () or
(D)(1)_(whichever imposes the lower limitation with respect to such taxable year) shall
be treated as interest (and as business interest for purposes of subsection (j) fo the
extent_such amount is properly_attributable to a trade or business as defined _in
subsection (j)(7)).paid or accrued in the succeeding taxable year.”.

(2)_CONFORMING AMENDMENTS.—
(A) Section 163(j)(2)_is amended to read as follows:

“(2)_CARRYFORWARD CROSS-REFERENCE.— For carryforward treatment,
See subsection (0).".
(B)_Section 381(c)(20)_is amended to read as follows:

~ "(20)_CARRYFORWARD OF DISALLOWED INTEREST.— The carryover of

disallowed interest described in section 163(o) to taxable years ending_after
the date of distribution or transfer."
(C) Section 382(d)(3)_is amended fo read as follows:

"(3)_APPLICATION TO CARRYFORWARD OF DISALLOWED INTEREST.— The
term 'pre-change loss' shall_include ahy._carryover of disallowed interest
described in section 163(0)_under rules similar to the rules of paragraph (1)."

(d)_EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning affer December 31, 2022.

(e)_TRANSITION RULE.— In the case of a partner’s first succeeding taxable year
described in subclause (ll) of section 1 63(/)(4)(B)(ii)_of the Internal Revenue Code of 1986
(as in effect before the amendment made by subsection (b)) which begins after December
31,2022, the amount of excess business interest which would (but for such amendment)
be carried fo such taxable year under such subclause shall be treated as interest (and as
business interest for purposes of section 163(j)_of such Code,_as amended by this section)
paid or accrued in such_taxable year_A rule similar to the rule in the preceding sentence
shall apply in the case of an S corporation and its shareholders. For carryover of any such
interest disallowed for such taxable year, see section 163(c) of such Code, as amended by
this section, 0
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Sec. 138121, Modifications' to deduction for foreign-derived intangible income and
global intangible low-taxed income

(a) IN GENERAL.— _
Section 250(a) is amended to read as follows:

“(a) IN GENERAL.— In the case of a domestic corporation for any taxable year, there
shall be allowed as a deduction an amount equal to the sum of—

"(1) 244.8%5 percent of the foreign-derived intangible income of such domestic
corporation for such taxable year, plus

"(2) 3%28.5 percent of—

"(A) the global intangible low-taxed income (if any) which is included in the
gross income of such domestic corporation under section 951A for such taxable
year, and

"(B) the amount treated as a dividend received by such corporation under
section 78 which is attributable to the amount described in subparagraph (A).".

(b) DEDUCTION TAKEN INTO ACCOUNT IN DETERMINING - NET OPERATING LOSS
DEDUCTION.— Section 172(d) is amended by striking paragraph (9).

(c) CERTAIN OTHER MODIFICATIONS.—
(1) Section 250(b)(3) is amended—
(A) in subparagraph (A)()—
(i) by striking "and" at the end of subclause (V),
(ii) by striking "over" at the end of subclause (Vl), and
(ili) by adding at the end the following new subclauses:

"(Vil) any income received-or-aeeraed-whish—is-ef-akdescribed in
clause (i) or_(ii)_of section 904(d)(2)(B), determined which—would—be

A2 14 EA S
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under-section-1293ithout regard to clause (iii)(11)_thereof,

"\/Il).except as otherwise provided by the Secretary, gains from the
sale or other disposition of property_giving rise to _rents or_royalties
derived in the active conduct of a trade or business, and

"(1X) any disqualified extraterritorial income, over", and
(B) by adding at the end the following new subparagraph:
"(C) DISQUALIFIED EXTRATERRITORIAL INCOME.—

"(i) IN GENERAL.— For purposes of subparagraph (A)(i)(IX), the term
'disqualified extraterritorial income' means -any amount included in the
gross income of the corporation with respect to any transaction for any
taxable year if any amount could (determined after application of clause
(i) but without regg?d to any election under section 942(a)(3) as in effect
before its repeal) be excluded from the gross income of the corporation
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with respect to such transaction for such taxable year by reason of
section 114 pursuant to the application of subsection (d) or (f) of section
101 of the American Jobs Creation Act of 2004.

"(if) ELECTION OUT OF EXTRATERRITORIAL INCOME BENEFITS.—

"(I) IN GENERAL.— Except as provided in subclause (), the
corporation referred to in clause (i) may make an irrevocable
election (at such time and in such form and manner as the
Secretary may provide) to have subsections (d) and (f) of section
101 of the American Jobs Creation Act of 2004 not apply with
respect to such corporation for the taxable year for which such
election is made and all succeeding taxable years (applicable with
respect to all transactions, including transactions occurring before
such taxable year), '

"(I) EXPANDED AFFILIATED GROUPS.— In the case of any
corporation which is a member of an expanded affiliated group, the
election described in subclause () may ‘be made only by the
common parent of such group_(or,_in the case of a common parent
which is not required to file a return of tax under this chapter the
delegate of such common parent) and shall apply with respect to all
members of such group. For purposes of the preceding sentence,
the term 'expanded affiliated group' means an affiliated group as
defined in section 1504(a), determined without regard to section
1504(b)(3) and by substituting 'more than 50 percent' for ‘at least 80
percent’ each place it appears.”

(C)_Section 250(b)(5)(E)_is amended by inserting " "(other than paragraph (3)
(A)D(VLI))" after "For purposes of this subsection”.
(2) Section 613A(d)(1) is amended by striking "and" at the end of subparagraph
(D), by striking the period at the end of subparagraph (E) and inserting ", and", and by
inserting after subparagraph (E) the following new subparagraph:

"(F) any deduction allowable under section 250.".
(d) EFFECTIVE DATE.—

(1) IN GENERAL.— Except as e%hemse—provnded in this-subseetionparagraph (2),
the amendments made by this section shall apply to taxable years beginning after

December 31, 20242

(2) CERTAIN 6FHER-MODIFICATIONS.— The amendments made by subsection (c)

shall apply to taxable years beginning after December—34—204%the_date of the
enactment of this Act.

(e)_NO INFERENCE REGARDING CERTAIN MODIFICATIONS.— The amendments made by
subsection (c) shall not be construed to create any inference with respect to the proper
application -f any provision of the Interna/ Revenue Code of 1986 with respect to any

P pA A4S

taxable year beginning before the taxable years to which such amendments apply.

(ef) TRANSITIONAE RULE FOR ACCELERATED PERCENTAGE REDUGTION,—
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(A'I) IN GENERAL.— In the case of any taxable year which includes December 31,
20242 (other than a taxable year with respect to which such date is the last day of
such taxable year)—

(A) the percentage in effect under section 250(a)(1)(A) of the Internal
Revenue Code of 1986 shall be treated as being equal to the sum of—

(i) the pre-effective date percentage of 37.5 percent, plus
(ii) the post-effective date percentage of 244.8%5 percent, and

(B) the percentage in effect under section 250(a)(1)(B) of such Code shall be
treated as being equal to the sum of—

(i) the pre-effective date percentage of 50 percent, plus
(if) the post-effective date percentage of 3#28.5 percent.

(2) PRE- AND POST-EFFECTIVE DATE PERCENTAGES.— For purposes of this
subsection, with respect to any taxable year—
_(A) the term "pre-effective date percentage” means the ratio that the pertion

efnumber of days in such taxable year which pareeedes_before January 1, 20223,
bears to the entirenumber of days in such taxable year, and

(B) the term "post-effective date percentage" means the ratio that the

remainder-of-such-taxeble-yearbears-to-the-entirenumber of days in such taxable
vear which are after December 31,_2022, bears to the number of days in such
taxable year.

Sec. 138122. Repeal of election for 1-month deferral in determination of taxable year
of specified foreign corporations

(a) IN GENERAL— Section 898(c) is amended by striking paragraph (2) and
redesignating paragraph (3) as paragraph (2). .

(b) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years of specified foreign corporations beginning after November 30, 20242.

(c) TRANSITION RULE.— A—taxpeyerin the case of a_corporation that is_a_specified
foreian corporation _as _of November 30, 2022, such corporation's first taxable year
beginning after Nevember—36—2024-such date shall end at the ‘same time as the first
required year (within the meaning of section 898(c)(1) of the Internal Revenue Code of
1986) ending after such date._If any_specified foreign corporation is required by this section
(or the amendments made by this section) to change its taxable year for its first taxable
year beginning after November 30, 2022—

(1)_such change shall be treated as initiated by such corporation,

(2) such chanage shall be treated as having_been made with the consent of the
Secretary,_and

(3) the Secretary. (including, the Secretary’s delegate. in the case of any reference

7 :
to the Secretary in this narac?réph) shall issue requlations or other guidance for
allocating_foreign _taxes that accrue in such first taxable vear between such taxable
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year and the prior taxable year,_including such adjustments as the Secretary
defermines are necessary or appropriate in applying_sections 959, 960. and 961 of
such Code in connection with the allocation of such taxes, and providing for such
- other adjustments as the Secretary determines necessary or appropriate to carry out
the purposes of this section.

Sec. 138123. Modifications of foreign tax credit rules applicable to certain taxpayers
receiving specific economic benefits
(a) IN GENERAL.—
Section 901 is amended by redesignating subsection (n) as subsection (0) and by
inserting after subsection (m) the following new subsection: ‘

"(n) SPECIAL RULES RELATING TO DUAL CAPACITY TAXPAYERS.—

" "(1) GENERAL RULE.,— Notwithstanding any other provision of this chapter, 'any
amount paid or accrued by a dual capacity taxpayer to a foreign country or possession
of the United States for any period shall not be considered a tax—

"(A) if, for such period, the foreign country or possession does not impose a
generally applicable income tax, or

"(B)

to the extent such amount exceeds the amount which would be paid or accrued

by such dual capacity taxpayer under the generally applicable income tax
imposed by such country or possession if such taxpayer were not a dual capacity
taxpayer. ’ .

Nothing in this paragraph shall be construed to imply the proper treatment of

any such amount not in excess of the amount determined - under-

subparagraph (B).

"(2) DUAL CAPACITY TAXPAYER.— For purposes of this subsection, the term 'dual
capacity taxpayer' means, with respect to any foreign country or possession of the
United States, a person who— A

"(A) is subject to a levy of such country or possession, and

"(B) receives (or will receive) directly or indirectly a specific economic benefit
from such country or possession__(or_any political _subdivision, agency,_ or
instrumentality thereof).

"(3) GENERALLY APPLICABLE INCOME TAX.— For purposes of this subsection, the
term 'generally applicable income tax' means an income tax (or a series of income
taxes) which is generally imposed under the laws of a foreign country or possession of
the United States on residents of such foreign country or possession that are not dual
capacity taxpayers.". ' '

(b) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable

_eLfﬁF,:ﬂn paarotiome oot din o ofn L Y mbBer234 09094 ool o b b la e pa of
yu;’a'lo n TG OUTIITET OIS LI&:HIIII(V’H T DG OCTOCT O 2oz T aht—to—taante yoars—or
J TN U BT VDY PR AR X PR whiody o el L QO aveahl At FQe raleun
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billcomparelcs.house.gov

819/1449



10/28/21, 1:28 PM

Legislative Diff

Sec. 138124. Modifications to foreign tax credit limitations

(a) COUNTRY-BY-COUNTRY APPLICATION OF LIMITATION ON FOREIGN TAX CREDIT BASED
ON TAXABLE UNITS.— '

(1) IN GENERAL.— Section 004 is amended by inserting after subsection (d) the

following new subsection:

billcomparelcs.house.gov

"(e) COUNTRY-BY-COUNTRY APPLICATION BASED ON TAXABLE UNITS.—

"(1) IN GENERAL.— :Fhe_pfewsieﬁe—ef—subseeﬁeﬁﬁ-(aﬁbﬁe%—&ﬁdSubsection
(d)_(and the provisions of this title referred to in paragraph (é1) ened-seetions-96+
and—9600f such_subsection), shall be applied separately with respect to each
country by taking into account the aggregate income properly attributable or
otherwise allocable to a taxable unit of the taxpayer which is a tax resident of_(or,

in the case of a branch,_is located in) such country.

"(2) TAXABLE UNITS.—

"(A) IN GENERAL.— Except as otherwise provided by the Secretary, each
item shall be attributable or otherwise allocable to exactly one taxable unit of
the taxpayer. '

"(B) DETERMINATION OF TAXABLE UNITS.— Except as otherwise provided
by the Secretary, the taxable units of a taxpayer are as follows:

"(i) GENERAL TAXABLE UNIT.— The person that is the taxpayer and
that is not otherwise described in a separate clause of this
subparagraph.

"(ii) CONTROLLEDERTAIN FOREIGN CORPORATIONS.— Each eentrolie
foreign corporation with respect to which the taxpayer is a United States
shareholder.

"(jii) INTERESTS IN PASS-THROUGH ENTITIES.— Each interest held
(directly or indirectly) by the taxpayer or any controlled foreign
corporation referred to in clause (ii) in a pass-through entity if such pass-
through entity is a tax resident of a country other than the country with
respect to which such taxpayer or controlled foreign corporation (as the
case may be) is a tax resident.

"(iv) BRANCHES.— Each branch (or portion thereof) the activities of
which are directly or indirectly carried on by the taxpayer or any
controlled foreign corporation referred to in clause (ii) and which give rise
to a taxable presence in a country other than the country irwith respect
to which thesuch taxpayer or any-sueh-controlled foreign corporation (as
the case may be) is a tax resident.

"(3) DEFINITIONS AND SPECIAL RULES.— For purposes of this subsection—

"(A) Tax RESIDENT(D- Except as otherwise provided by the Secretary, the
term 'tax resident' means a person or arrengementify, subject to tax under the
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esidentreﬁﬂ-Pefseﬁ-eﬁaﬁemgemen{—an{—gweﬁﬁe

eason-of-tis-activitiesin-such-eountey. If an entity is
organized under the law of a country, or resident in a country; that does not
impose an income tax with respect to such entityies, such entity shall, except
as provided by the Secretary, be treated as subject to tax under the tax law of
such country for the purposes of the preceding sentence.

tax law of a country as a r

"(B) PASS-THROUGH ENTITY.— Except as otherwise provided by the

- Secretary, the term 'pass-through entity' includes any partnership or other

entity er-arrergement-to the extent that income, gain, deduction, or loss of
the entity is taken into account in determining the income or loss of a person
that owns (directly or indirectly) an interest in such entity.

"(C) BRANCH.— Except as otherwise provided by the Secretary, the term
'branch' means a taxable presence of a tax resident in a country other than
its country of residence as determined under such other country's tax law.
The Secretary shall provide regulations or other guidance applying such term
to activities in a country that does riot jeet i
residenee-ergive rise fo a taxable presence.

(D) TREATMENT OF FISCALLY AUTONOMOUS JURISDIGTIONS.— Any

- fiscally autonomous jurisdiction shall be treated as a separate country. Any

possession of the United States shall also be treated as a separate country.
F&Fﬁ&FpeeeS-ef—t-he—pfeeeeHﬁg—eemenee,_f

"(E)_POSSESSION OF THE UNITED STATES.— The term 'possession of the
United States' means each of American Samoa, the Commonwealth of the

Northern Mariana Islands, the Commonweaith of Puerto Rico, Guam, and the .

Virgin Islands.
"(4) REGULATIONS.— The Secretary shall issue such regulations or other

guidance as may be necessary or appropriate to carry out, or prevent avoidance
of, the purposes of this subsection, including regulations or other guidance—

"(A) providing for the application of this subsection to an entities;y _or

arrangements;—and—branches—that—are—etherw that ise considered a fax

resident of more than one country or of no country,

"(B) providing for the application of this subsection to hybrid entities or
hybrid transactions (as such terms are used for purposes of section 267A),
pass-through entities, passive foreign investment companies, trusts, and
other entities or arrangements not otherwise described in this ‘subsection,
and

"(C) providing for the assignment of any item (including foreign taxes and

deductions) to taxable units, including in the case of amounts not otherwise
taken into account in determining taxable income under this chapter.”.

(2) APPLICATION OF RECAPTURE OF OVERALL FOREIGN LOss.— Section 904(f)(5)

(E)i) is amended by inserting "g&plied separately with respect to each country (within

billcompareles.house.gov
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the meaning of subsection (e)) as provided in subsection (e)" before the period at the
end.

(3) APPLICATION OF SEPARATE LIMITATION LOSSES WITH RESPECT TO GLOBAL
INTANGIBLE LOW-TAXED INCOME.—

(A) IN GENERAL.—
Section 904(f)(5)(B). is amended

culbnaraacaai i ON _On ial——rd wasitla rao.Qu +_t alabaltntaneail [PRYTIE PRV r-o- |
Uuupulclylapll. \u) UPUUICII TS vIlnt IUDPUUL |Av) HIUUGI TITLATITY VY TOV=TOATU

inceme—The-amotntefthefo read as follows:

"(B)_ALLOCATION OF LOSSES.— Except_as_otherwise provided in_this
subparagraph,_the separate _limitation losses for any taxable year (fo_the
extent such losses do not exceed the separate limitation incomes for such
year) shall be allocated among (and_operate to reduce) such incomes on a
proportionate basis. In the case of a separate limitation losses for any taxable
year shall—reduce—income deseribed—in—subparagraph—{e){HtA)—for sueh
taxeble-yearin any category other than subparagraph (d)(1)(A),_the amount of
such separate_limitation loss shall be allocated_among_(and operate to
reduce) separate limitation income in any category_other than income
described in_subparagraph (d)(1)(A).on a proportionate basis (without regard
to income described in subparagraph (d)(1)(A)), and only to the extent the
aggregate amount of such losses exceeds the aggregate amount of the
separate limitation incomes for—such—taxable—year—For—purp(other than
income described in subparagraph (d)( '1)(A))_for such taxable year, shall any

amount of separate limitation losses i -

HEP-P-G oy ol sepabiad HZY ey Ao i ad te—arbies e o Ea s o L ANANLAN Foe toa
THOOTITC S11al CACTUOOC VUG (viviulwinIvivivig ) OUU}JOIC{HICAVII \\J}\I}\I‘\’ i e
texable-yearreduce separate limitation income described in subparagraph (d).
(DAL

(B)_SEPARATE LIMITATION LOSS.—
Section 904(f)(5)(E)(iii)_is amended to read as follows:

"(iif)_SEPARATE LIMITATION LOSS.— The term 'separate limitation loss'
means,_with respect to any income category,_the amount by, which the gross
income from sources outside the United States is exceeded by the sum of

the deductions properly allocated and apportioned thereto.".

(b) REPEAL OF SEPARATE APPLICATION TO FOREIGN BRANCH INCOME.—
(1) IN GENERAL.— Section 904(d)(1) is amended by striking subparagraph (B) and
redesignating subparagraphs (C) and (D) as subparagraph (B) and (C).
(2) COORDINATION WITH DEDUCTION FOR FOREIGN-DERIVED INTANGIBLE INCOME.—
Section 26850(b)(3)(A) is amended—
(A) by striking subclause (V1) of clause (i) and inserting the following new
subclause:

"(Vl) the income dha-United-States—persen-which is attributable to 1or
more branches (whi i iWithin the meaning, of
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section 904( )(2‘3)(8) H—sueh elatse—were app ted—without rcgard to aﬁ'y'
£, i tidl
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Webl'ld—be—referred—te—m—elfﬁjse—(-m-)C)) or_pass-through entities (within the
meaning, of section 904(e)(23)( B)"Hbf@h—eiaﬂee—wefe—apﬁfed—mthe{ﬁ—regﬁd
*e‘aﬁy—fe*ﬁeﬁee—te—a—eemreﬂed—fefagﬁ—eeﬂae%ﬁ) in 1 or more foreign

countries, over”, and

(B) by adding at the end the following flush sentence: For purposes of clause
(i)(VI), the amount of income attributable to a branch or pass-through entity shall
be determined under rules established by the Secretary.

(3) Cenferming-aAMENDMENTS. —
(A) Section 904(d)(2)(A)(ii) is amended by striking ", foreign branch income,".

(B) Section 904(d)(2)(H) is amended by—SHﬁklﬁg—Strbparagraﬁh—H)—@

A die: o f rodon 4o, dH—eanrpdaaple—and oo Forime 2
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S{'kaﬁg—'l-e-yeare—ahd—msemng—ﬁ—wﬁeito read as follows:

“(H)_TREATMENT OF INCOME TAX BASE DIFFERENCES.— The Secretary
shall issue regulat/ons or other guidance assigning to the Rroper category of
income any tax imposed under the Jaw of a foreign country or possession of
the United States on an amount which does hot constitute income under
United States tax pringiples.”.

(C)_Section 904(d)(2) is amended by striking subparagraph (J).

(c) MODIFICATION OF FOREIGN TAX CREDIT CARRYBACK AND CARRYFORWARD.—

(21) REPEAL OF CARRYBACK.— Section 904(c) is amended—
(A) by striking "in the first preceding taxable year, and",
(B) by striking "preceding or" each place it appears, and
(C) by striking "Carryback and" in the heading thereof.
(32) CarryoverepplicableAPPLICATION TO LIMITATION ON FOREIGN OIL AND GAS

TAXES.— Section 907(f)(1) is amended by striking_"in the first preceding faxable year

and".

(3) APPLICATION OF CARRYFORWARD TO TAXES ON GLOBAL INTANGIBLE LOW-TAXED

INCOME . —

(A)IN GENERAL.— Section 904(c) is amended by striking the last sentence.

(4B) Application—to—timitation—en—fore igh-ot-and-gas-taxes—Seetion-967 )
tHIEMPORARY LIMITATION OF CARRYFORWARD TO 5 TAXABLE YEARS.— Section
904(c), as amended by the preceding. provisions of this Act, is amended—

(A/) by striking "Mﬂﬁﬁwweﬁﬁg—ﬁmmdAny amount by

which all taxes" and all/that precedes jt and inserting_the following:

”(c)_ CARRYBACK AND CARRYOVER OF EXCESS TAX PAID.—

823/1449
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"(1)IN GENERAL.— Any amount by, which all taxes", and

(Bii) by %@#%HG"—aﬂd-iﬁseFﬁﬁg—"ﬁfﬁ%gngMG at_the end the
following_new paragraph:

"(2)_TEMPORARY LIMITATION ON CARRYFORWARD OF TAXES ON

GLOBAL INTANGIBLE LOW-TAXED INCOME.— In the case of taxes paid or

accrued _during_any taxable year beginning_after December 31, 2022,

and before January 1,_2031,_and with respect fo_amounts described in

QUM A i

subsection (d)(1)(A),_paragraph (1) shall be applied by _substituting_'5

A g, AR

succeeding_taxable years' for '10 succeeding taxable years

(d) TREATMENT OF CERTAIN TAX-EXEMPT DIVIDENDS.—.

(1) CERTAIN TAX-EXEMPT DIVIDENDS TAKEN INTO ACCOUNT IN APPLYING
LIMITATIONS ON FOREIGN TAX CREDITS.— Section 904(b) is amended by striking
paragraph (4).

(2) CERTAIN TAX-EXEMPT DIVIDENDS NOT TAKEN INTO ACCOUNT IN ALLOCATING
INTEREST EXPENSE.— Section 864(e)(3) is amended by striking "or 245(a)" and
inserting ", 245(a), or 245A". :

(e) RULES FOR ALLOCATION OF CERTAIN DEDUCTIONS TO FOREIGN SOURCE GLOBAL
INTANGIBLE LOW-TAXED INCOME FOR PURPOSES OF FOREIGN TAX CREDIT LIMITATION.—
Section 904(b), as amended by the preceding provisions of this Act, is amended by
adding at the end the following new paragraph: ‘

"(4) DEDUCTIONS TREATED AS ALLOCABLE TO FOREIGN SOURCE GLOBAL
INTANGIBLE LOW-TAXED INCOME.— In the case of a domestic corporation and solely for
purposes of the application of subsection (a) with respect to amounts described in
subsection (d)(1)(A), the taxpayer’s taxable income from sources without the United
States shall be determined-by—

"(A)_by allocating and apportioning any deduction alldwed under section 250

to-sueh-incomerand-4BYyby-treating-arny-expense cfsuch-domestic-corporation-as
netallocable-te-sueh-ineorre(a)(1)(B) (and any deduction allowed under section
164(a)(3)_for taxes imposed on amounts_described_in section 250(a)(1)(B))_to

such income,_and

"(B)_by._allocating_and apportioning_any other deduction to such income only if

—_ J

the Secretary determines that such deduction is directly allocable to such income.

Any_deduction which would (but for subparaazagh_(ﬂ)) have been allocated or
apportioned to_such income shall only be allocated or apportioned to income which
is from sources within the United States.".

(f) TREATMENT OF CERTAIN ASSET DISPOSITIONS.—
Section 904(b), as amended by the preceding provisions of this Act, is amended by
adding at the end the following new paragraph:

"(5 TREATMENT OF CERTAII\( /f\SSET DISPOSITIONS.—

"(A) IN GENERAL.— Except as otherwise provided by the Secretary, in the
case of any covered asset disposition, the principles of section 338(h)(16) shall
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apply in determining the source and character of any item for purposes of this
part. ‘
"(B) COVERED ASSET DISPOSITION.— For purposes of this paragraph, the
term 'covered asset disposition’ means any transaction which—
"(i) is treated as a disposition of assets for purposes of subchapter N of
this chapter, and
"(if) is treated as a disposition of stock of a corporation (or is
disregarded) for purposes of the tax laws of thea relevant foreign country or
possession of the United States.

"(C) REGULATIONS.— The Secretary shall issue such regulations or other
guidance as is necessary or appropriate to carry out, or to the—prevent the
avoidance of, the purposes of this paragraph.”.

(9) REDETERMINATION OF FOREIGN TAXES AND RELATED CLAIMS.—
(1) IN GENERAL.— Section 905(c) is amended—

paragraph (1), by striking "or" at the end of subparagraph (B) and by
inserting after subparagraph (C) the following new subparagraphs:

(A)_in paragraph

"(D) the taxpayer makes a timely change in its choice to claim a credit or
deduction for taxes paid or accrued, or

"(E) there is any other change in the amount, or treatment, of taxes,
which affects the taxpayer’s tax liability under this chapter-,",

(2B) M

O C -
amerded-byeateicinmtha on md gamtaman o da o gt gl £ ) (PPN i i i
CIeTUCO— Uy~ sty tnC-SECoNG—SSeRtehece-andg TeCTTyteTomowmg—1 e ERotce
to-claim-a—eradif foraiiah amaniimta wmem be-made—st-anytima b afora ta CVITHITINE Py
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deduction-intiet-ef-a-creditin_ paragraph_(2)(B),_by striking_"Any such taxes" and

nserting "Except as otherwise provided by the Secretary, any such taxes",

(C).in paragraph (2)(B)(i),_by. striking_"for the taxable year to which such taxes
relate” and inserting_"for the taxable year in which paid"_and

(D) by striking "accrued" in the heading thereof

(2) MODIFICATION TO TIME FOR CLAIMING CREDIT OR DEDUCTION.— Section 901(a)
is amended by striking the second sentence and inserting the following: " Such choice
for any taxable year may be made or changed at any time before the expiration of the
applicable period prescribed by section 6511¢a); for making a claim for refund—er
eredicredit or refund of an overpayment of the tax imposed by this chapter for such

blat ingl thaal b tH GEAAL AN E 4L == I
taxable year—er—stieh—later—period—preseribed by—seetion—651He)if—the—period—is

extended-by-agreeme_that is attributable to such amounts.".

(3) MODIFICATION TO SPECIAL PERIOD OF LIMITATION.— Section 6511(d)(3)(A} is
amended—

Rt L CA T LR S PL LA 2 A

(A).in_subparagraph (A&F
(i) by inserting "change in the liability for" before “any taxes paid or
accrued"”, '
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(Bii) by striking "actually paid" and inserting "paid (or deemed paid under
section 960)", and
(6ii) by inserting "change in the liability for" before "foreign taxes" in the
heading thereof,_and ' '
(B)_in_subparagraph (B),_by_inserting_"an_additional credit by_reason of the
chanae in liability for taxes" after "the allowance of".

(h) EFFECTIVE DATES.— .

(1) IN GENERAL.— Except as otherwise provided in this subsection, the
amendments made by this section shall apply to taxable years beginning after
December 31, 20242.

(2) MODIFICATION OF FOREIGN TAX CREDIT CARRYBACK AND CARRYFORWARD.—

_ } i i ) —+The amendments made by subsection
(c) shall apply to taxes paid or accrued in taxable years beginning after December 31,
20242,

(3) Eertainr—modifieB[REATMENT OF CERTAIN _ASSET _DISPOSITIONS.— The

amendment made by subsection (e}4}Bf) shall apply to texeble—years—of-foreign

A oratiana—baciBpiae fiar Nocoraboar24.— 2047 ond 4 doveabhl ALEOHEG £ 1 lnidadl
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inransactions after the date
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of the enactment of this Act.

(4) REDETERMINATION OF FOREIGN TAXES AND RELATED CLAIMS.—

(A) IN GENERAL.— Except as provided in subparagraph (B), the amendments
made by subsection (g)_shall take effect on the date which is 60 days after the
date of the enactment of this Act.

(B)_CERTAIN CHANGES.— The amendments made by subsection (g)(1)(A)
shall take-effeet-enapply_to changes that occur on or after the date which is 60
days after the date of the enactment of this Act.

(i) REGULATIONS.— The Secretary shall prescribe rules providing for the application of
subsection (e) of section 904 of the Internal Revenue Code of 1986; (as added by this
section),_and_subsections (f)_and (g)_of such section, to any amounts carried over under
subsection (c) of such section from a taxable year with respect to which such subsection

‘(e) did not apply to a taxable year with respect to which such subsection (e) does apply.

Sec. 138125. Foreign oil and gas extraction income and foreign oil related income to
include oil shale and tar sands

(a) IN GENERAL.— Paragraphs (1)(A) and (2)(A) of section 907(c) are each amended
by inserting "(or oil shale or tar sands)" after "oil or gas wells". '

(b) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
yars of -for Zigh-eerporations-beginnifg after December 31, 2021—and-to-taxable-years-of
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Sec. 138126. Modifications to inclusion of global intangible low-taxed income

(a) COUNTRY—BY—QOUNTRY APPLICATION OF SECTION BASED ON CFC TAXABLE UNITS.—
Section 951A is amended by adding at the end the following new subsection:

"(9) COUNTRY-BY-COUNTRY APPLICATION OF SECTION BASED ON CFC TAXABLE UNITS.—

"(1) IN GENERAL.— [f any CFC taxable unit of a United States shareholder is a tax
resident of_(or,_in the case of a branch, is located in). a country which is different from
the country with respect to which any other CFC taxable unit of such United States
shareholder is a tax resident_(or,_in the case of a branch, is located in)—

"(A) such shareholder’s global intangible low-taxed income for purposes of
subsection (a) shall be the sum of the amounts of global intangible low-taxed
income determined separately with respect to each such country-with—respeet-to

Rich-ah SIv Ait-of-g aen i3 & ',and

a wile &

"(B) for purposes of determining such separate amounts of global intangible
low-taxed income—

"(i) any reference in subsection (b), (c), or (d) to a controlled foreign
corporation of such ‘shareholder shall be treated as reference to a CFC
taxable unit of such shareholder, and

"(ii) net CFC tested income, net deemed tangible income return, qualified
business asset investment, interest expense described in subsection (b)(2)
(B), and such other items and amounts as the Secretary may provide, shall
be determined separately with respect to each such country by determining
such amounts with respect to each CFC taxable unit of such shareholder
which is a tax resident of such country.

"(2) DEFINITIONS.— For purposes of this subsection—

"(A) CFC TAXABLE UNIT.— The term 'CFC taxable unit means any taxable
unit described in_clause (ii), (iii), or (iv) of section 904(e)(2)(B)—{determined,
determined—

(i) _by _substituting Each controlled foreign corporation’ for 'Each foreign
corporation' in clause (ji)_of such section, and

(). without regard to the references to the taxpayer in clauses (iii) and
(iv) of such section).

"(B) APPLICATION OF OTHER DEFINITIONS.— Terms used in this subsection
which are also used in section 904(e) shall have the same meaning as when used
in stehrsection_904(e).

"(3) SPECIAL RULES.— For p/urposes of this subsection—

"(A) APFLICATION OF CERTAIN RULES.— Except as otherwise provided by the
Secretary, rules similar to the rules of section 904(e) shall apply.
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"(B) ALLOCATION OF GLOBAL INTANGIBLE LOW-TAXED INCOME TO CONTROLLED
FOREIGN CORPORATIONS.— Except as otherwise provided by the Secretary,
subsection (f)(2) shall be applied separately with respect to each CFC taxable
unit.". -

(b) REGULATORY AUTHORITY.—

(1) IN GENERAL.— Section 951A, as amended by subsection (a), is amended by
adding at the end the following new subsection:

“"(h) REGULATIONS.— The Secretary shall issue such regulations or other
guidance as may be necessary or appropriate to carry out, or prevent the avoidance
of, the purposes of this section, including regulations or guidance which provide for—

"(1) the treatment of property if such property is transferred, or held,
temporarily,
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paragraphs:appropriate adiustments _to_the basis of stock and other ownership
interests, and to_earnings and_profits, to reflect tested losses (whether or not
taken into account in determining_global intangible low-taxed income),,

"(43) rules similar to the rules provided under the regulations or- guidance
issued under section 904(e)(54),

"(54)_other appropriate basis adjustments, and

"(65) appropriate adjustments to be made, and appropriate tax attributes and
records to be maintained, separately with respect to CFC taxable units.".

(2)_CONFORMING AMENDMENT.— Section 951A(d) is amended—
(A)_by. striking_paragraph (4), and '

(B) by_redssignating_the second paragraph_(3)_(relating_to partnership
property)_as paragraph (4).

(c) CARRYOVER OF NET CFC TESTED LOSS.—
(1) IN GENERAL.— Section 951A(c) is amended by adding at the end the following
new paragraph:
"(3) CARRYOVER OF NET CFC TESTED LOSS.—

"(A) IN GENERAL.— If the amount described in paragraph (1)(B) with
respect to any United States shareholder for any taxable year of such United
States shareholder (d } rmined after the application of this paragraph with
respect fo_amounts arising_in preceding_taxable years) exceeds the amount

M L

described in paragraph (1)(A) with respect to such shareholder of such
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taxable year, the amount otherwise described in paragraph (1)(B) with
respect to such shareholder for the succeeding taxable year shall be
increased by the amount of such excess.

"(B) PROPER ADJUSTMENT IN ALLOCATIONS OF GLOBAL INTANGIBLE LOW-
TAXED  INCOME TO CONTROLLED FOREIGN CORPORATIONS.— Proper
adjustments shall be made in the application of subsection (f)(2)(B) to take
into account any decrease in global intangible low-taxed income by reason of
the application of subparagraph (A).".

* (2) COORDINATION WITH COUNTRY-BY-COUNTRY APPLICATION.— Section 951A(g)
(1)(B)(ii), as added by subsection (a), is amended by inserting "any increase
determined under subsection (c)(3)(A)," after "interest expense described in
subsection (b)(2)(B),".

(3) APPLICATION OF RULES WITH RESPECT TO OWNERSHIP CHANGES.— Section
382(d) is amended by adding at the end the following new paragraph:

"(4) APPLICATION TO CARRYOVER OF NET CFC TESTED LOSs.— The term ' pre-
change loss' shall include any excess carried over under sectlon 951A(c)(3) under
rules similar to the rules of paragraph (1).".

(d) REDUCTION IN NET DEEMED TANGIBLE INCOME RETURN FOR PURPOSES OF
DETERMINING GLOBAL INTANGIBLE LOW-TAXED INCOME.—

(1) IN GENERAL.— Section 951A(b)(2)(A) is amended by striking "10 percent" and
inserting "5 percent”.

(2) APPLICATION TO ASSETS LOCATED IN POSSESSIONS OF THE UNITED STATES.—
Section 951A(b) is amended by adding at the end the following new paragraph:

"(3) APPLICATION TO ASSETS LOGATED IN POSSESSIONS OF THE UNITED
STATES.— In the case of any specified tangible property located in a possession
of the United States, paragraph (2)(A) and subsection (d) shall be applied by
substituting '10 percent' for '5 percent' in paragraph (2)(A).".

(e) INCLUSION OF FOREIGN OIL AND GAS EXTRACTION INCOME IN DETERMINING TESTED
INCOME AND LOSS.— Section 951A(c)(2)(A) is amended by inserting "and" at the end of
subclause (lll), by striking "and" at the end of subclause (IV) and inserting "over", and by
striking subclause (V).

(fy COORDINATION WITH OTHER PROVISIONS.—
Section 851A(f)(1) is amended by adding at the end the following new subparagraph:

"(C) TREATMENT OF CERTAIN REFERENGES,— Except as otherwise provided by the
Secretary, references to section 951 or section 951(a) in sections 959, 961, 962, and
such other seetprovisions as the Secretary may identify shall include references to
section 951A or section 951A(a), respectively. .

(9) EFFECTIVE DATE.—

(1) IN GENERAL— Excepi as otherwise provided in this subsection, the
amengments made hy this section shall apply to taxable years of foreign corporations
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beginning after December 31, 20242, and to taxable years of United States
shareholders in which or with which such taxable years of foreign corporations end.

(2) Gettain—releted—modificatREGULATORY AUTHORITY AND COORDINATION WITH

OTHER PROVISIONS.— The amendments made by subsections (b)YeH—¥2); and (f)
shall apply to taxable years of foreign corporations beginning after Pecember-3t
2047the date of the enactment of this Act, and to taxable years of United States
shareholders in which or with which such taxable years of foreign corporations end.

(h) NO_INFERENCE REGARDING CERTAIN MODIFICATIONS.— The amendments made by

subsections (b)_and_(f_shall_not be construed to create any inference with respect to the

proper application of any._provision of the Internal Revenue Code of 1986 with respect to

any taxable year beginning before the taxable years to which such amendments apply.

Sec. 138127. Modifications to determination of deemed paid credit for taxes properly
attributable to tested income

(a) INCREASE IN DEEMED PAID CREDIT.— Section 960(d)(1) is amended by striking "80
- percent" and inserting "95 percent (100 percent in the case of tested foreign income taxes
paid or accrued to a possession of the United States)".

(b) INCLUSION OF TAXES PROPERLY ATTRIBUTABLE TO TESTED LOSS.—

blllcomparelcs.house.gov

(1) IN GENERAL.— Section 960(d)(3) is amended to read as follows:

"(3) TESTED FOREIGN INCOME TAXES.— For purposes of paragraph (1), the
term ‘'tested foreign income taxes' means, with respect to any domestic
corporation which is a United States shareholder of a controlled foreign

corporation;—sueh—sharehelder's—pre—fate—share{as—deteffmnec—nae ©
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"(A)_the foreign income taxes paid or accrued by such foreign

corporation which are properly attributable to the tested income or tested loss
of such foreign corporation taken into account by such domestic corporation
under section 951A{¥2}, and

"(B) solely to the extent provided in regulations prescribed by the
Secretary, the foreign income taxes (as so defined) paid or accrued by a
foreign corporation (other than steha controlled foreign corporation) which
owns, directly or indirectly, 80 percent or more (by vote or value) of the stock
in such domestic corporation but only if—

"(i) such foreign income taxes are properly attributable to amounts
of such controlled foreign corporation taken into account in determining
tested income or tested loss under section 951A(kg)(2), and

"(ii) no creditié-? allowed, in whole or in part, for such foreign taxes in
any foreign jurisdi t?on.".
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(2)_CONFORMING AMENDMENT.— Section 960(d)(2)(B)_is amended by striking "the
aggregate amount described in section 951A(c)(1)(A)"_and inserting_"the net CFC
tested income (as defined in section 951A(c)(1))".

(C) APPLICATION OF FOREIGN TAX CREDIT LIMITATION TO AMOUNTS INCLUDED UNDER
SECTION 78,—
- (1) Section 904(d)(2) is amended by redesignating subparagraph (K) as
subparagraph (L) and by inserting after subparagraph (J) the following new
subparagraph:
"(K) AMOUNTS INCLUDIBLE UNDER SECTION 78.— Any amount includible in
gross income under section 78 shall be treated as income in the same separate
category as the related foreign taxes deemed paid.".

(2) Section 904(d)(3)(G) is amended by striking the second sentence and
inserting the following: "Any amount included in gross income under section 78 shall
not be treated as a dividend.". '

(d) Eﬁeﬁﬂve—de-f&—H—)—ha—generah—E*eept_ﬂeDISALLOWANCE OF FOREIGN TAX

CREDIT AND DEDUCTION WITH RESPECT TO DISTRIBUTIONS OF PREVIOUSLY TAXED GLOBAL
INTANGIBLE LOW-TAXED INCOME.—
Section 960(d) Is amended by adding at the end the following_new paragraph:

2(4)_DISALLOWANCE OF FOREIGN TAX CREDIT AND DEDUCTION WITH RESPECT TO
DISTRIBUTIONS OF PROEVIDED—IN-—PARASRAPH—{2)OUSLY TAXED GLOBAL INTANGIBLE
LOW-TAXED INCOME.— No credit shall be allowed under section 901 for 5 percent of
any foreign income taxes paid or accrued (or treated as paid or accrued) with respect
fo_any amount excluded from gross income under section 959(a) by reason of an
inclusion in gross income under section 951A(a)."

(e) EFFECTIVE DATE.—

(1)_IN_GENERAL— FExcept_as otherwise provided in_this subsection, the
amendments made by this section shall apply to taxable years of foreign corporations
beginning after December 31, 20242, and to taxable years of United States
shareholders in which or with which such taxable years of foreign corporations end.

(2) Apptication—ef—foreign—tax—eredit—imitation—te ametnts—ineluded—under
8€ESUBSECTIONS (C) AND (D).— The amendments made by subsections (¢) and (d)
shall apply to taxable years of foreign corporations_beginning._after the date of the
enactment of this Act,_and to taxable years of United States shareholders in which or

with which such taxable years of foreign corporations end.

(f)_NO INFERENCE REGARDING CERTAIN MODIFICATION-+88,— The amendments made
by subsections (c) skat-apply-toand (d) shall not be construed to create any inference with
respect to the proper application of any provision of the Internal Revenue Code of 1986

with_respect to any taxable years beginning after-Deeember—34—264Zbefore the taxable
years to which such amendments apply.

()
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Sec. 138128. Deduction for foreign source portion of dividends limited to controlled
foreign corporations, etc
(a) IN GENERAL.— Section 245A is amended—

(1) in subsections (a), (c)(1), and (c)(2), by striking "specified 10-percent owned
foreign corporation” each place it appears and inserting "controlled foreign
corporation”, and '

(2) by striking subsection (b).

(b) MODIFICATIONS RELATED TO DETERMINATION OF STATUS AS A CONTROLLED FOREIGN
CORPORATION.—

(1) Subpart F of part IIl of subchapter N of chapter 1is amended by inserting after
section 951A the following new section:

ngec. 951B. Amounts included in gross income of foreign controlled United
States shareholders

"(a) IN vGENERAL.—— In the case of any foreign controlied United States
shareholder of a foreign controlled foreign corporation— _

"(1) this subpart (other than sections 951A, 951(b), 957, and 965) shall be
applied with respect to such shareholder (separately from, and in addition to, the
application of this subpart without regard to this section)—

"(A) by substituting ‘foreign controlled United States shareholder' for

"United States shareholder' each place it appears therein, and

"(B) by substituting ‘foreign controlled foreign corporation’ for. 'controlled
foreign corporation' each place it appears therein, and -

"(2) sections 951A and 965 shall be applied with respect to such shareholder

"(A) by treating each reference to 'United States shareholder' in such
sections as including a reference to such shareholder, and

"(B) by treating each reference to 'controlled foreign corporation' in such
sections as including a reference to such foreign controlled foreign
corporation.

"(b) FOREIGN CONTROLLED UNITED STATES SHAREHOLDER.— For purposes of this
section, the term 'foreign controlled United States shareholder' means, with respect to
any foreign corporation, any United States person which would be a United States
shareholder with respect to such foreign corporation if—

"(1) section 951(b) were applied by substituting 'more than 50 percent' for 10
percent or more', and
"(2) section 958(b) were applied without regard to paragraph (4) thereof.

"(c) FOREIGN CONTROLLED FOREIGN CORPORATION.— For purposes of this
section. the term ‘foreign contrczy)ed foreign corporation’ means a foreign corporation,
other than a controlled foreign® corporation, which would be a controlled foreign
corporation if section 957(a)(1) were applied—
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“(1) by substituting 'foreign controlled United States shareholders' for 'United
. States shareholders', and

"(2) by substituting 'section 958(b) (other than paragraph (4) thereof)' for
'section 958(b)',

"(d) REGULATIONS— The Secretary shall prescribe such regulations or other
guidance as may be necessary or appropriate to carry out the purposes of this
section, including regulations or other guidance—

"(1) to treat a foreign controlled United States shareholder or a foreign
controlled foreign corporation as a United States shareholder or as a controlled
foreign corporation, respectively, for purposes of provisions of this title other than
this subpart, and

"(2) to prevent the avoidance of the purposes of this section.".

(2) Section 957(a) is amended to read as follows:

“(a) CONTROLLED FOREIGN CORPORATION.,— For purposes of this title—

"(1) IN- GENERAL— The term 'controlled foreign corporaﬂon means any
foreign corporation if more than 50 percent of—

"(A) the total combined voting power of all classes of stock of such
corporation entitled to vote, or

"(B) the total value of the stock of such corporation,

is owned (within the meaning of sedtion 958(a)), or is considered as owned by
applying the rules of ownership of section 958(b), by United States
shareholders on any day during the taxable year of such foreign corporation.

"(2) ELECTION TO TREAT A FOREIGN CORPORATION AS A CONTROLLED FOREIGN
CORPORATION FOR CERTAIN PURPOSES.—

"(A) IN GENERAL.— In the case of a foreign corporation with respect to
which an election is in effect under this paragraph, such foreign corporation

shall be treated as a_controlied foreign corporation with—respeet—to—alifor
purposes of this title.

“(B)_EXcEpTioNs.— Notwithstanding__any _other provision of this
paragraph— '

(i COORDINATION WITH RULES FOR FOREIGN CONTROLLED UNITED
- LOORDINATION WITH RULES FOR FOREIGN CONTROLLED
STATES SHAREHOLDERS OF SYGHEOREIGN CONTROLLED FOREIGN

CORPORATION:S.—

"(B)) E%eepﬁeﬁe—.——Nefmﬁ%hs{eﬁle GENERAL— _Except as
provided ing subparagraph—Aj—stehclause (Il),__a foreign

corporation shall not be treated as a controlled foreign ‘corporation
by reason of this paragraph_for purposes of section 951B(c)-erfer
any-other-purpos,
") EXQBIIPTION FOR UNITED _STATES SHAREHOLDERS,—
Subclause (I)_shall not apply with respect to_any United Siates
. shareholder of such foreign corporation.

billcomparelos.house.gov

833/1449



10/28/21, 1:28 PM

billcomparelcs.house.gov

Legislative Diff

"(ji)_SECRETARIAL AUTHORITY.— A foreign_corporation shall not be
treated as a controlled foreign corporation by reason of this paragraph
for purnoses of any provision of this title if the Secretary determines that
treatment of such foreign corporation as a controlled foreign corporation
for sueh—purposes_of such_provision would be inconsistent with the
purposes of this subchapter.

"(C) ELECTION.—

"(i)) By wHom.— An election under subparagraph (A) shall be
effective only if made by the foreign corporation and by all United States
shareholders of such foreign corporation (determined as of the time of
such election by such foreign corporation).

"(ii) WITH RESPECT TO WHOM.— Any election under this paragraph,
once effective, shall apply to such foreign corporation and to all United
States shareholders of such foreign corporation (including any person
who becomes a United States shareholder of such foreign corporation
after such election takes effect). '

"(iii) TIME, MANNER, ETC.— The election under this paragraph shall
be made at such time and in such manner as the Secretary may provide
and, once effective, may be revoked only with the consent of the
Secretary.

"(D) REGULATIONS.— The Secretary shall issue such regulations or other
guidance as may be necessary or appropriate to carry out the purposes of
this paragraph, including regulations or other guidance for the application of
this - paragraph to an acquisition ef—assets—described in section 381(a)

~ fremwith respect to any corporation with—respeetto which an election under
this paragraph applies.”.
(3) Section 958(b) is amended—
(A) by inserting after paragraph (3) the following:

"(4) Subparagraphs (A), (B), and (C) of section 318(a)(3) shall not be
applied so as to consider a United States person as owning stock which is
owned by a person who is not a United States person.”, and

(B) by striking "Paragraph (1)" in the last sentence ahd inserting "Paragraphs
(1) and (4)".
(4)_Section 959(b)_is amended—

(A)_by / striking_ "the earnings and orofits of a controlled foreign corporation”

and inserting "the earnings and profits of a foreign corporation”,

(B)_by._ striking_ "another controlled foreign_corporation" and_inserting_"a
controlled foreign corporation”,

(C)_by. striking_"such other controlled foreign corporation” and inserting_"such
cratrolled foreign corporati&/l) " _and
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(D)_by._striking_"of such United States shareholder in the controlled foreign
corporation"_and inserting "of such United States shareholder in the foreign
corporation”,

(8) The table of sections for subpart F of part Il of subchapter N of chapter 1 is
amended by inserting after the item relating to section 951A the following new item:

"Sec. 951B. Amounts mcluded In gross income of foreign controlled United States
shareholders.".

(¢) CERTAIN OTHER MODIFICATIONS.—
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{2} Section 245A(e)(4) is amended by striking "an amount received" and all that
follows through "for which the controlled foreign corporation received a deduction" and
inserting "any dividend received from a controlled foreign corporation for which such
controlled foreign corporation received a deduction”.
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Sectlon 245A(g) is amended to read as follows:
"(g) REGULATIONS.— The Secretary shall prescribe such regulations or other

guidance as may be necessary or appropriate to carry out the previsienurposes of this

section, including regulations or other guidance for—
"(1) the treatment of United States shareholders owning stock of a controlled
foreign corporation through a partnership, and
"(2) the denial of all or a portion of the deduction under this section with
respect to dividends received from foreign corporations in situations in which—
"(A) any portion of the dividend is out of earnings and profits arising from
ehisposifransactions tewith related parties which—
"(i) aredo not madeoccur in the ordinary course of .a trade or
business, and

"(ii) are—madeoccur on or after January 1, 2018, and during a
taxable year to which section 951A did not apply, or

"(B) a transfer or issuance of stock on or after January 1, 2018, results in
a reduction in thea United States shareholder's pro rata share of a controlled
foreign corporation’s subpart F income or tested income (as defined in
section 951A).".

(6d) CONFORMING AMENDMENTS,—

(1) Section 246(-19—)(4—)91 is amended"fO—Fead—ae—FeHews—Ha—Gemfa{—ﬁﬂe—
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(A)..in__subsection (a)(/,\ by _striking_ "specified 10-percent owned foreign
corporation (as defined jn”_section 245A)" and inserting_ "controlled foreign
corporation”, and
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(B)_in_subsection (e), by _striking. "specified _10-percent _owned foreign
corporation” and subjnseertion-tay-aredng_"controlled foreign corporation”.

,b2 of 245 ahallnet Atk datarmming
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(A) The heading_of section 245A is amended by striking "specified 10-percent
owned foreign corporations" and inserting. "controlled foreign corporations’.

(3B) ofThe_item relating_to section 245A in the taxable meeme—eemﬁu%ed
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subsections-{a)r-and-(b)-of-section245;0f sections for part Vill of subchapter B of

chapter 1 is _amended by striking, "specified__10-percent _owned_ foreign
corporations" and inserting_"controlled foreign cor corporations”.

(3)_Section 246(c)(5) is amended—
(A)_in_subparagraph (B)._by strlkmg "specified 10-percent_owned foreign
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by-strikingng_"controlled foreigh cor, porat/on and

(B)_by._striking "specified _10-percent _owned_foreign corporation” in_the
heading_and inserting "sontrolled foreign corporation”.
(4) Section 904 is amended—

(A)_in_subsection (b)(4),_by. striking_"specified _10-percent owned_foreign
corporation”_both places it appears and inserting "controlled foreign corporation”,
and

(B) in subsection (d)(2)(E)—

(i)_in clause (i)(1),_by_striking_"(as defined in section 2435A(b))". and &t

(ii)_by redesignating_clause (ii)_as clause (iif)-and by insertihg after clause
(i)_the following new clause:
")) SPECIFIED 10-PERCENT OWNED FOREIGN CORPORATION.— For.
~ purposes of this subparagraph—
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10-percent _owned _foreign _corporation means _any. foreign
corporation with respect to which_any domestic_corporation is a
United States shareholder with respect to such corporation.

"(ll)_EXCLUSION OF PASSIVE FOREIGN INVESTMENT COMPANIES.
— Such term shall not include any corporation which is a passive
foreign_investment company. (as defined in sectlon 1297-) with
respect to te
danuary-t; y i y y he
shareholder and which is not a controlled foreign_corporation.".
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(5) Section 909(b) is amended by striking_"(as defined in section 245A(b) without
regard to paragraph (2)_thereof)" and inserting_"(as defined in section 904(d)(2)(E)(ih)
without regard to subclause () thereof)",

(6)_Section 961(d) is amended— ' :

(A) by _striking_"specified 1 O-pergenee-to-seetion-245-of-sueh-Code—shall-be

troatad aa dnalidin s o v f o g Hor-2AEA-af arieb Cada fac oddad b arah
HodiTUas e iaamy—are1ereRee10-Se o245~ Ve ULIT oGt asaaaet wy—saorr

Publie—aw)t_owned foreign corporation (as defined in section 2454)" and
Inserting_"controlled foreign corporation”, and

(B)_by_striking_"specified _10-percent owned foreign corporation" in _the
heading and inserting "controlled foreign corporation”.

(de) EFFECTIVE DATES,—

(1} IN GENERAL.— TFExcept as otherwise provided in this _subsection, _the
amendments made by stibthis section-ay shall apply to distributions made after the
date of the enactment of this Act.

(2) MODIFICATIONS RELATED TO DETERMINATION OF STATUS AS A CONTROLLED
FOREIGN CORPORATION.— The amendments made by subsection (b) shall apply to—
{A)-the-test taxable years of foreign corporations beginning befere—Jantary—4—2648-
aht—eacn-subsequent-taxable—yea sueh-foreign-eerporationsafter the date of the
enactment of this Act, and-{B3 taxable years of United States persans in which or with
which such taxable years of foreign corporations end.

(8f) Certain—othetNO INFERENCE REGARDING CERTAIN MODIFICATIONS.— The
amendments made by subsection istribu ;
2047s_(b)(1),_(b)(3),_(b)(5),_and (c)_shall not be construed fo create any inference with
respect to the proper application of any provision of the Internal Revenue Code of 1986
with respect fo distributions made,_or taxable years beginning, respectively, before the

distributions or taxable years, respectively, to which such amendments apply.

Sec. 138129. Limitation on foreign base company sales and services income

(a) FOREIGN BASE COMPANY SALES INCOME.—
Section 954(d)(2) is amended to read as follows:

"(2) LIMITATION_AND REGULATORY AUTHORITY —

"(A) IN GENERAL.— For purposes of this subsection, the term 'related person'
shall not include any person unless such person is— ' :
(i) a taxable unit {with
tesident-efwhich is a_tax resident of (or, in the case of a branch, is located in)
the United States, or ‘

(i) is_subject to tax under this_chapter by reason of _such person’s
activities in the United States. ‘

"(B) REGULATIONS.— ‘ﬁl}e Secretary shall issue such regulations or other
guidance as may be necessary or appropriate to carry out the purposes of this
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paragraphsubsection (and subsection (e)), including—

A D e

"(i) regulations or other guidance providing for the proper application of
subparagraph (A) in the case of a transaction (or serles of transactions) in
which a person described in subparagraph (A) is a party, and

"(ii)_regulations or other aquidance providing_that,  for purposes of
determining_foreign base company _sales income in _situations_in which any
activity (including a transaction)_or the legal status of a pass-through entity or
branch _held directly or indirectly by a controlled foreign corporation and that
is located outside the country in which the controlled foreign corporation is a
tax resident, the pass-through entity or branch_shall_be treated as a wholly
owned subsidiary of the controlled foreign corporation.

*(C) CERTAIN TERMS.— Any term used.in this paragraph which is also used in
section 904(e) _shall have the same meaning as when used in such section.".

(b) FOREIGN BASE COMPANY SERVICES INCOME.— Section 954(e)(1)(A) is amended by

(c) CERTAIN OTHER MODIFICATIONS.—
(1)-A) Section 95HeH)78 is amended—#) by striking "the—tast-day'—in—the

ﬁ‘\a{-tef—ﬁfew"" nnnnn hancrasran I (AN e taaartina-tany-datt 453 gz atbriladna-his caeh
Sg—sooparagrapi™ ) aRaRSermg—arry gcty 5 (7 Wy Sty — TS Aol

1w L0 ki inaertiaa-t "
Y and (- oy mhsSerinty ,_(_t_)),__._

nla o aora and lnaartine Yo
Attt gppTarsTaiTda TreeTuTrTy— UL

(2)

(A)_Section 951(a) is amended to read as follows:

j 1o llIGIHID B0 [ eid S =

hooharahaldarial
T oneEnrorTUaGCT o

AMOUNTS_INCLUDED.—

"(a). AMOUNTS INCLUDED.—

"(1)_IN_GENERAL.— If a foreign_corporation is a controlled foreigh
corporation for any. taxable year,_every person who is_a_United States
shareholder of such corporation,_and who owns (within_the meaning_of
section 958(a))_stock in such_corporation at_any time during_such taxable
vear of stch corporation, shall include in such shareholder’s gross income for

such shareholder’s taxable year in which or with which_such taxable year of

such corporation ends—

"A) his_pro_rata share (determined under paragraph (2))_of the
corporation’s subpart F income for such year, and '

"(B)_if such shareholder owns (within the meaning of section 958(a))
stock of such foreign corporation as of the close of the last relevant day
of such foreign corporation’s taxable year,"—befere—"ﬂae—amebfﬁ’él-iﬁ

cubnaracean L {P\ (D) © £ QA Lo\ ia—araeiad P PP 1o AT B AW = A

mpauaulapu \I_J,- \Ll, WOCTONT JdJ I\(A} LL~] QIIIUIIUU\.A! U_Y DI.III\IIIH palaglapu
: the amount_determined

under section 956 with respect to such shareholder for_such year (but

only to the extent not excluded from gross income under section 959(a)

(2). '

1(2) PRo RATA sHARE OF SUBPART F INCOME.— In the case of any United
States shareholder with respect to a foreign corporation, the pro rata share

billcomparelcs.house.gov
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referred to in paragraph (1)(A) is the sum of—

"(A) if such shareholder owns (within the meaning of section 958(a))
stock of such foreign corporation as of the close of the last relevant day
of such foreign corporation’s taxable year, such shareholder’s .general
pro rata share determined under paragraph (3), plus

"(B) if such shareholder owns (within the meaning of section 958(a))
stock of such foreign corporation during such taxable year but does not
own (within the meaning of section 958(a)) such stock as of the close of
such last relevant day, such shareholder’s nontaxed current dividend
share determined under paragraph (4).

"(3) GENERAL PRO RATA SHARE.—

“(A) IN GENERAL.— In the case of any United States shareholder
with respect to a foreign corporation, the general pro rata share
determined under this paragraph is the excess (if any) of—

“(i)- the pro rata current earnings percentage of the amount
which bears the same ratio to such corporation’s subpart F income
for the taxable year (reduced by the aggregate nontaxed current
dividend shares determined under paragraph (4) with respect to
such shareholder or any other United States shareholder) as the
part of such year during which such corporation is a controlled
foreign corporation bears to the entire year, over

"(ii) the lesser of—
"(l) the amount of any pre-holding period dividends with

respect to stock of such foreign corporation which such -

shareholder owns (within the meaning of section 958(a)) as of
the close of the last relevant day of such foreign corporation’s
taxable year, or

"(Il) the amount which bears the same ratio to the subpart
F income of such corporation for the taxable year (reduced by
the aggregate nontaxed current dividend shares determined
under paragraph (4) with respect to such shareholder or any
other United States shareholder) as the part of such year during
which such shareholder did not own (within the meaning of
section 958(a)) such stock bears to the entire year.

"(B) PRO RATA CURRENT EARNINGS PERCENTAGE.— For purposes of
subparagraph (A)(i), the term 'pro rata current earnings percentage'
means, in the case of any United States shareholder with respect to a
foreign corporation for any taxable year of such foreign corporatlon the
ratio (expressed as a percentage) of—

"(i) the ampunt which would have been distributed with respect
to the stock which such shareholder owns (within the meaning of
section 958(a)) in such corporation if on the last relevant day of
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such taxable year it had distributed its earnings and profits for such
taxable year (computed as of the close of such taxable year without
diminution by reason of any distributions made during such taxable
year), divided by

"(ii) such corporation’s earnings and profits for such taxable
year (as so computed).

"(C) PRE-HOLDING PERIOD = DIVIDENDS.— For purposes of
subparagraph (A)(ii)(1), the term 'pre-holding period dividends’ means, in
the case of any United States shareholder with respect to a foreign
corporation for any taxable year of such foreign corporation, dividends
which are—

(i) made out of such corporation’s earnings and profits for the
taxable year (other than nontaxed current dividends as defined in
paragraph (4)(C)), and

"(ii) received—

"(1) by any other United States person with respect to stock
of such foreign corporation which such shareholder . owns
(within the meaning of section 958(a)) as of the close of the last
relevant day of such foreign corporation’s taxable year, and

"(Il) while such foreign corporation was a controlled fdreign
corporation and before such shareholder owned (within the
meaning of section 958(a)) such stock.

"(4) NONTAXED CURRENT DIVIDEND SHARE.—

"(A) IN GENERAL.— In the case of any United States shareholder
with respect to a foreign corporation, the nontaxed current dividend
share determined under this paragraph is the nontaxed current dividend
percentage of the subpart F income of such foreign corporation for the
taxable year.

"(B) NONTAXED CURRENT DIVIDEND PERCENTAGE.— For purposes of
this paragraph, the term ‘nontaxed current dividend percentage’ means,
in the case of any United States shareholder with respect to a foreign
corporation for any taxable year of such foreign corporation, the ratio
(expressed as a percentage) of—

"(i) the amount of nontaxed current dividends with respect to
such taxable year received with respect to the stock of such foreign
corporation which such shareholder owns (within the meaning of
section 958(a)) at the time of the dividend on a day in which such
corporation is a controlled foreign corporation, divided by

"(ii) such foreign corporation’s earnings and profits for such
taxable year (@pmputed as of the close of such taxable year without
diminution by reason of any distributions made during such taxable
year).
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"(C) NONTAXED CURRENT DIVIDENDS.— For purposes of this
paragraph, the term 'nontaxed current dividends' means the portion of
any amount received with respect to stock to the extent such amount
(without regard to amounts included in the gross income of a United
States shareholder for the taxable year by reason of this subpart)—

"(i) would result in a dividend out of the corporation's earnings -

and profits for the taxable year (including a dividend under section
1248 attributable to earnings and profits for the taxable year), and

"(ii) either—

"(I) would give rise to a deduction under section 245A(a),
or

"(Il) in the case of a dividend paid directly or indirectly to a
controlled foreign corporation with respect to stock owned by
the shareholder within the meaning of section 958(a)(2), would
not result in subpart F income with respect to such controlled
foreign corporation by reason of subsection (b)(4), (c)(3), or (c)
(6) of section 954. i

"(5) LAST RELEVANT DAY OF TAXABLE YEAR OF A CONTROLLED FOREIGN
CORPORATION.— For purposes of this subsection, the term 'last relevant day'
means, with respect to any taxable year of a foreign corporation, the last day
of such taxable year on which such corporation is a controlled foreign
corporation.

"(6) REGULATIONS.— The Secretary may prescribe such regulations or
other guidance as may be necessary or appropriate to carry out the purposes
of this subsection, including regulations or other guidance—

"(A) to treat a partnership as an aggregate of its partners,

"(B) to provide rules allowing a foreign corporation to close its
taxable year upon a change in ownership, and

"(C) to treat a distribution followed by an issuance of stock to a
shareholder not subject to tax under this chapter in the same manner as
an acquisition of stock.".

(EB) Section 951A(e¥4a) is amended by-striking-"determined-tnderthe-rules

ot
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follows,

(a).IN GENERAL.— If a foreign corporation is a controlled foreign corporation
for any taxable year,_every person who is a United States shareholder of such
co-poration, _and wl?o owns (within the meaning of section 9548(a2~—by
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a-controlied-foreigr-corperation)_stock in such corporation at any time during such
taxable year of such corporation,_shall include in such shareholder’s gross income
for such shareholder’s taxable year in which or with which such taxable year of
such corporation ends, such shareholder’s global intangible low-taxed income for
anysuch taxable year—ef-sﬁeh-pefeeﬁ—'rf—sueh-peﬁeﬁ—._"_.

(C)_Section 951A(e) is amended to read as follows:

n i Lt ad_C alh o = aual faralous i areadian = araecla s
(Ag) TS OoOTitowu WIS o iareriv U Ol IUIGIHII UUIPUIGLIUII Tl ﬂll_y ua_y

- - ithi inetDETERMINATION OF PRO
RATA SHARES.— For purposes of this section. the pro rata shares referred to in

subsections (b),_(c)(1)(A).—and_(c)(1)(B), respectively,_shall be determined under

rules _similar to the rules of section 9581(a)-steek-in-stueh-fereign-eorporation-of
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eorporation-with-respest-to whieh-sueh—foreign-eerperation—is—a(2)_and shall be
taken into account in the taxable year of the United States shareholder in which or
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with which the taxable year of the controlled foreign corporation_ends.".
(ED) Section 953(c)(5)(A)(i) is amended—
(i) in subclause (1), by adding "and" at the end,

(ii) in subclause (Il— v
(1) by striking "on the last day of the taxable year" and inserting
"during the taxable year", and
(1) by striking "and” at the end and inserting "or", and
_ (iii) by striking subclause (my.
(23) Section #8959 is amended by striking-adding_at the end the follbwing;

Lt ol M

"(g)_REGULATIONS.— The Secretary _shall_issue such regulations or other
guidance as may_be necessary or appropriate_to_carry out the purposes of this
section.";.

(b%_(d.)_eﬁmm—fe{a{ed—pfeapeeﬁve—m@d*ﬁeﬂﬁeﬁe-—m Section_ 961(b)_is
amended by _inserting_after the first sentence the following: "The Secretary_shall
prescribe such other reductions to basis as are necessary. or appropriate to carry out

the purposes of this section.”.
(5) Section 961(c) is amended—

(#A) by striking "Basis adjustments in" in the heading of such subsection and
inserting "Application of rules to", and

(2B) by striking "then adjustments similar to" and all that follows in such
subsection and inserting
then rules similar to the rules of subsections (a) and (b) shail apply to—
"(1) such stock,
"(2) stock in any other controlled foreign corporation by reason of which
the United States sh(a/l)eholder is considered under section 958(a)(2) as
owning the stock described in paragraph (1), and

billcomparelcs.house.gov
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"(3) property by reason of which the United States shareholder is
considered as owning stock described in paragraph (1) or (2),

but only for purposes of delermining the amount included under section 951 in the
gross income_of such United States shareholder (or any other United States
shareholder who acquires from any person any portion of the interest of such
United States shareholder by reason of which such shareholder was treated as
owning_such stock, but only to the extent of such portion, and subject to such
proof of identity of such interest as the Secretary may prescribe by regulations).
The preceding sentence shall not apply with respect to any stock or property to
which subsection (a) or (b) applies.

(ed) EFFECTIVE DATES.— H)—n generat—Exeept—as—otherwise—previded—in—this
stibsection~tThe amendments made by this section shall apply to taxable years of foreign
corporations beginning after December 31, 2021, and to taxable years of United States
shareholders in-which or with which such taxable years of foreign corporations end.

(2e) Certain—otherNO INFERENCE REGARDING CERTAIN MODIFICATIONS.—{A} The
amendments made by paragraphs (1) and (2) of subsection (c)¢H shall apply—e
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foreign-cerperations-endnot be construed to create any inference with respect to the proper

application of any provision of the Internal Revenue Code of 1986 with respect to any
taxable year beginning before the taxable years to which such amendments apply.

-Sec. 138131. Modifications to base erosion and anti-abuse tax
(a) MODIFICATIONS TO BASE EROSION MINIMUM TAX AMOUNT.—

(1) MODIFICATION OF RATES.— Section 59A(b)(1)(A) is amended by striking "10
percent (5 percent in the case of taxable years beginning in calendar year 2018)" and
inserting "the applicable percentage".

(2) BASE EROSION MINIMUM TAX AMOUNT DETERMINED WITHOUT REGARD TO
CREDITS.— Section 59A(b)(1)(B) is amended to read as follows:

. "(B) an amount equal to the regular tax liability (as defined in section 26(b))
of the taxpayer for the taxable year.". ‘
(3) APPLICABLE PERCENTAGE.— Section 59A(b)(2) is amended to read as follows:

"(2) APPLICABLE PERCENTAGE.— For purposes of this subsection, the term
‘applicable percentage’ means— '

"(A) in the case of any taxable year beginning after December 31, 2021,
and before January 1, 20243, 10 percent, '

"(B) in the case of any taxable year beginning after December 31,
20232, and hefore Janwry 1, 20264, 12.5 percent,
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"(C)_in_the case of any. taxable year beginning_after December 31,.2023,
15 percent, and

"(€D) in the case of any taxable year beginning after December 31, -

20254, 158 percent.”.
(4) TAXPAYERS SUBJECT TO RULES FOR BANKS AND SECURITIES DEALERS.—
Section 59A(b)(3)(B) is amended to read as follows:
"(B) TAXPAYER DESCRIBED.— A taxpayer is described in this subparagraph if
such taxpayer is— ’
"(i) a bank (as defined in section 585(a)(2)),
"(ii) a securities dealer registerebd under section 15(a) of the Securities
Exchange Act of 1934, or
"(iil) a member of an affiliated group (as defined in section 1504(a)(1),
determined without regard to section 1504(b)(3)) which includes any person
. described in clause (i) or (ii).".
(5)_TERMINATION OF INCREASED RATE FOR BANKS AND SECURITIES DEALERS.—
Section 59A(b)(3)is amended by adding at the end the following_new subparagraph:

"(C)_TERMINATION.— Subparagraph (A)_shall not apply to any. taxable year
beginning_after December 31, 2024.".

(6). GENERAL BUSINESS CREDIT ALLOWED AGAINST BASE EROSION AND ANTI-ABUSE
TAX.— Section 38(c)(1) is amended by striking "the tax imposed by section 55" and
inserting "the taxes imposed by sections 55 and 59A". '

(67) CONFORMING AMENDMENTS.— _
(A) Section 59A(b)(3)(A) is amended by striking "paragraphs (1)(A) and (2)
(A) shall each” and inserting "paragraph (2) shall".
(B) Section 59A(b) is amended by striking paragraph (4).
(b) MODIFICATION OF RULES FOR DETERMINING MODIFIED TAXABLE INCOME.—
(1) IN GENERAL.— Section 59A(c) is amended to read as follows:
"(c) MODIFIED TAXABLE INCOME.— For purposes of this section—

"(1) IN GENERAL.— The term 'modified taxable income' means the taxable
income of the taxpayer computed under this chapter for the taxable year with the
following adjustments: ‘

"(A) BASE EROSION TFAX—BENEFTS: AdN—BASE—EROSION—TAX
BENEFFFPAYMENTS.— Taxable income shall be determined without regard to
any base erosion ; ; .
subseetion-{ehtax benefit, including for purposes of determining the adjusted
basis of property described in subsection (d)(2).

"(B) Base—erosion—besis—BADJUSTMENTS WITH RESPECT TO COST OF

GooDs soLb.— Cost of goods sold shall be determined without regard to any
base erosion payment(cﬁbscribed in subparagraph (A) or (B) of subsection (d)

(5).

hillcomparelcs.house.gov
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"(C) NET OPERATING LOSSES.— The net operating loss deduction for the
taxable year under section 172 shall be applidetermined—

"(i) by substituting 'modified taxable income_(as determined under
section 59A(c)(1)_without regard to subparagraph (C)._thereof)' for
'taxable income' in subsection 172(a)(2)(B)(ii)()therest,

"(ii) by determining any net operating loss arising in any taxable year
beginning after December 31, 2021, without regard to any deduetion
whieh-is—a-base erosion tax benefit (determined with respect to each
such taxable year), and

“(iii) by making appropriate adjustments in the application of
subsection 172(b)(2)-thereof to take into account clauses (i)_and (i) of

tavabla
LTAOTS

"(D) APPLICATION OF CERTAIN OTHER ADJUSTMENTS.— Except as
otherwise provided by the Secretary,_ rules similar to the rules of subsections
(9) and (h) of section 59 shall apply.

- "(2) BASE EROSION TAX BENEFIT.— The term 'base erosion tax benefit' means

"(A) any deduction allowed under this chapter for the taxable year with
respect to any base erosion payment described in subsection (d)(1),

"(B) in the case of a base erosion payment described in subsection (d)
(2), any deduction allowed under this chapter for the taxable year for
depreciation (or amortization in lieu of depreciation) with respect to the
property acquired with such payment,

"(C) in the case of a base erosion payment described in subsection (d)
(3)— B
' "(i) any reduction under section 803(a)(1)(B) in the gross amount of
premiums and other consideration on insurance and annuity contracts
for premiums and other consideration arising out of indemnity insurance,
and
"(if) any deduction under section 832(b)(4)(A) from the amount of
gross premiums written on insurance contracts during the taxable year
for premiums paid for reinsurance, and
“(D) in the case of a base erosion payment described in subsection (d)
(4), any reduction in gross receipts with respect to such payment in
computing gross income of the taxpayer for the taxable year for purposes of
this chapter.".
(7; CERTAIN FAYMENTS WITH) RESPECT TO INVENTORY TREATED AS BASE EROSION
PAYMENTS.— Section 59A(d) is amended by redesignating paragraph (5) as paragraph
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(6) and by inserting after paragraph (4) the following new paragraph:

billcomparelcs.house.gov

"(5) CERTAIN PAYMENTS WITH RESPECT TO INVENTORY.—

"(A) INDIRECT COSTS INCLUDED IN INVENTORY UNDER SECTION 263A.—
Such term shall also include any amount paid or aeerdincurred by the

. taxpayer to a foreign person which is a related party of the taxpayer if such

amount is described in paragraph (2)(B) of section 263A(a) and required to
be included in inventory costs of the taxpayer under paragraph (1)(A) of such
section. '

"(B) CERTAIN {NBIREET-COSTS OF FOREIGN RELATED PARTIES.— Such
term shall also include so much of any amount paid or aeertjncurred by the
taxpayer to a foreign person which is a related party of the taxpayer in
connection with the acquisition by the taxpayer from such foreign person of
property which is inventory in the hands of the taxpayer as exceeds the sum
of—

"(i) the direct costs of such property in the hands of such foreign
person, plus
"(ii) so much of the costs described in section 263A(a)(2)(B) with
respect to such property in the hands of such foreign person as the
taxpayer demonstrates to the satisfaction of the Secretary are
aftributable to amounts—
"(1) paid or eeerdincurred by such foreign person to a United
States person or a person which is not a related party of the
taxpayer, or
"(Il) otherwise subject to the tax imposed by this subtittechapter.

"(C) APPLICATION TO FERED—RELATED-PARTY TRANSAGTIONS.— In the
case of direct costs otherwise described in clause (i) of subparagraph (B)
which are paid or incurred by the foreign person referred to in such clause to
another foreign person which is a related party of the taxpayer, such costs
shall be taken into account under such clause only to the extent that the
taxpayer demonstrates to the satisfaction of the Secretary that such costs are
attributable to amounts—

(i) paid or aeerdincurred (directly or indirectly)'to a United States
person or a person which is not a related party of the taxpayer,_or

"(ii) otherwise subject to the tax imposed by, this chapter.

"(D) SAFE HARBOR WITH RESPECT INDIRECT COSTS OF FOREIGN RELATED
pARTIES.— In the case of a taxpayer which elects the application of this
subparagraph (at such time, in such manner, and with respect to such
inventory praperty, as the Secretary may provide), the amount described in
subparagraph (B)(ii) with respect to such property shall be treated for
purposes of this sectiog:) as being equal to 20 percent of the amount paid or
incurred by the taxpayer to the related party of the taxpayer in connection
with the acquisition of such property.
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X(E)_APPLICATION OF CERTAIN RULES.— Rules similar to the rules of
Subparagraphs (B) and (C)_of subsection (i)(1) shall apply for purposes of
determining whether any amount is treated as subject to the tax imposed by
this chapter for purposes of subparagraph (B) or (C) of this paragraph. ".

(3) EXPANSION AND CONSOLIDATION OF RULES TO EXEMPT CERTAIN PAYMENTS
FROM TREATMENT AS BASE EROSION PAYMENTS.—

(A) IN GENERAL.— :
Section 59A is amended by redesignating subsection (i) as subsection () and
by inserting after subsection (h) the following new subsection:
"(i) CERTAIN PAYMENT NOT TREATED AS BASE EROSION PAYMENTS.—
"(1) EXCEPTION FOR PAYMENTS ON WHICH TAX IS IMPOSED —
(A)_IN_GENERAL— An amount shall not be treated as a base

erosion payment if tax is imposed by this Strb’éi-ﬂe—wiﬂa—feepeet—teﬂame_r

with respect to such amount (other than by this section).

(B)_TREATMENT OF CERTAIN DEDUCTIONS.— For purposes of
subparagraph_(A),_tax shall be_treated as imposed by this chapter
~ without regard to any deduction allowed under part_ VI of subch
amoetntapter B.

2(C)_APPLICATION OF CERTAIN RULES.— The amount not treated as a

base erosion payment by reason of the-preceding-senteneejs paragraph
shall be determined under rules similar to the rules of section 163(j)(5)

(as in effect before the date of the enactment of Public Law 115-97).

"(2) EXCEPTION FOR CERTAIN PAYMENTS SUBJECT TO SUFFICIENT FOREIGN
TAX.— ‘

"(A) IN GENERAL— An amount shall not be treated as a base
erosion payment if the taxpayer establishes to the satisfaction of the
Secretary that such amount was not made to a foreign person which is a
related party of the taxpayer that is subject to an effective rate of foreign
income tax (as defined in section 904(d)(2)(F)) which is not less than_the
lesser of—

Z(ii) the applicable percentage in effect under subsection (b)(2)
(determined without regard to subsection (b)(3)). for the taxable year
in which such amount is paid or accrued.

X(B)_CERTAIN PAYMENTS TO RELATED PARTIES.— To the extent
provided by the Secretary in requlations,_an amount paid to a foreign
person which is a.related party of the taxpayer shall be treated as paid to
another foreign person which is a related party of the taxpayer if such
second foreign person is subject to an effective rate of foreign income
tax_(as._defined in‘Section 904(d)(2)(F)) which is less than the lesser of
15 percent or the percentage described in subparagraph (A)(ii),_to the
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extent the amount so paid directlv or indirectly funds a payment to such
second foreign person.

"(C)__DETERMINATION ON BASIS OF APPLICABLE __ FINANCIAL
STATEMENTS.— Except as otherwise provided by the Secretary under
subparagraph (BD), the effective rate of foreign income tax with respect
to any amount may be established on the basis of applicable financial
statements (as defined in section 451(b)(3)).

"(BD) REGULATIONS.— The Secretary shall issue such regulations or
other guidance as may be necessary or appropriate to carry out the
purposes of this paragraph, including regulations or other guidance
providing procedures for determining the effective rate of foreign income
tax to which any amount is subject. Such procedures may require that
any transaction or series of transactions among multiple parties be
recharacterized as one or more transactions directly among any 2 or
more of such parties where the Secretary determines that such
recharacterization is appropriate to carry out, or prevent avoidance of,
the purposes of this section.

"(3) EXCEPTION FOR CERTAIN AMOUNTS WITH RESPECT TO SERVICES.—
Subsections (d)(1) and (d)(5)(A) shall not apply to so much of any amount
paid or accrued by a taxpayer for services as does not exceed the total
services cost of such services. The preceding sentence shall not apply
unless such services meet the requirements for eligibility for use of the
services cost method under section 482 (determined without regard to the
requirement that the services not contribute significantly to fundamental risks
of business success or failure).".

(B) CONFORMING AMENDMENT.— Section 59A(d), as amended by paragraph

(2), is amended by striking paragraph (6). '
(c) Repeat TERMINATION OF EXEMPTION FROM BASE EROSION AND ANTI-ABUSE TAX FOR
TAXPAYERS WITH LOW BASE EROSION PERCE

- c O1¢ crAeri ct i eTO

base—etesien—pereentagestriking_"the base erosion_percentage (as determined under
subsection (c)(4))" and inserting_"in the case of any taxable year beginning before January.
1. 2024, the base erosion percentage (as determined under_subsection (c)(4)_as in effect
before the date of the enactment of the Act enacted during_the 117th Congress which is
entitled 'An Act to provide for reconciliation pursuant to title Il of S. Con. Res. 14.")".

(d)_TREATMENT OF APPLICABLE TAXPAYERS.—
Section 59A(e).is amended by adding at the end the following_new paragraph:

"(4)_CONTINUATION OF TREATMENT AS APPLICABLE TAXPAYER.— If a taxpayer is an
applicable taxpayer with respect to any. taxable year beginning_after December 31,
2021 (other than by reason of this paragraph),_such taxpayer (and any. successor of
suca_.axpayer)_shall_be an a([_;blicable taxpayer_with respect to each of the 10
succeeding taxable years.".

billcomparelcs,house.gov

NTAGE.— Section 59A(e)(1)(C) is amended by

848/1449



10/28/21, 1:28 PM Legislative Diff

(de) OTHER MODIFICATIONS.— _

(1)_Section 59A(b)(1) is amended by._striking_"Except as provided in paragraphs
(2)and (3),_the" and inserting "The". ‘ » ,

(2) Section 59A(h)(2)(B) is amended by striking "section 6038B(b)(2)" and
inserting "section 6038A(b)(2)".

(23) Section 59A(j)(2), as redesignated by subsection (b), is amended by striking
"subsection (g)(3)" and inserting "subsection (h)(3)".

(ef) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 138141. Credit for clinical testing of orphan drugs limited to first use or
indication
(a) IN GENERAL.—
Section 45C(b)(2)(B) is amended to read as foliows:

“(B) TESTING MUST BE RELATED TO FIRST USE OR INDICATION FOR RARE DISEASE
OR CONDITION.— Human clinical testing may be taken into account under
subparagraph (A) only to the extent such testing is related to the first use or indication
with respect to which a drug for a rare disease or condition is designated under
section 526 of the Federal Food, Drug, and Cosmetic Act.",
(b) ELIGIBLE TESTING MUST BE CONDUGTED BEFORE APPROVAL FOR ANY USE OR

INDICATION.—
Section 45C(b)(2)(A)(ii)(Il) is amended to read as follows:

"(Il) before the first date on which an application (with respect to any use or
indication with respect to any disease or condition) with respect to such drug is
approved under section 505(c) of such Act or, if the drug is a biological product, before
the first date on which a license (with respect to any use or indication with respect to
any disease or condition) for such drug is issued under section 351(a) of the Public
Health Service Act, and".

() ELIGIBILITY OF BIOLOGICAL PRODUCTS.—

(1) IN GENERAL.— Section 45C(b)(2)(A)(i) is amended by inserting "or, if the drug
is a biological product, section 351(a)(3) of the Public Health Service Act" before the
comma at the end.

(2) CONFORMING AMENDMENT.— Section 45C(b)(2)(A)ii)(1) is amended by striking
"such Act" and inserting "the Federal Food, Drug, and Cosmetic Act".

(d) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 13412, Modifications to trea%ent of certain losses
(a) LOSSES FROM CERTAIN CAPITAL ASSETS WHICH BECOME WORTHLESS.—

billcomparelcs.house.gov 849/1449



10/28/21, 1:28 PM

Legislative DIff

(1) WHEN TREATED AS LOSS.— Section 165(g)(1) is amended by striking "on the

.

last day of the taxable year" and inserting "at the time of the identifiable event

establishing worthlessness".

(2) TREATMENT OF PARTNERSHIP INDEBTEDNESS.— Section 165(g)(2)(C) is
amended by inserting ", by a partnership," after "by a corporation”.

(3)_TREATMENT OF ABANDONMENT.— Section 165(g)_is amended by, adding_at the
end the following_new paragraph:

"(4)_TREATMENT OF ABANDONMENT.— For_purposes_of this subsection and
subsection _(m),__abandonment shall _be treated as _an identifiable event
establishing worthlessness.".

(4). TREATMENT OF PARTNERSHIP INTEREST— Section 165 is amended by
redesighating subsection (m) as subsection (n) and by inserting after subsection (1) the
following new subsection:

"(m) WORTHLESS PARTNERSHIP INTEREST.— If any interest in a partnership
becomes worthless during the taxable year, the loss resulting therefrom shall, for
purposes of this subtitle, be treated as a loss from the sale or exchange of the interest

in the partnership,—-as—pfevided—'rn—seeﬂeﬁ#% at the time of the identifiable event

establishing worthlessness.".
(b) DEFERRAL OF LOSSES IN CERTAIN CONTROLLED GROUP CORPORATE LIQUIDATIONS.

Section 267 is amended by adding at the end the following new subsection:

"(h) DEFERRAL OF LOSSES IN CERTAIN CONTROLLED GROUP LIQUIDATIONS.—

"(1) IN GENERAL.— In the case of ;
ne-loss—shal-be-recognized-ontheany specified controlled group liquidation, no loss
shall be recognized by any member of the controlled group on any stock or securitiesy,

. : tor-334 |
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er-section7o7bYuntil all members of the controlled group which received property
in connection with_such liquidation have transferred such_property to one or more
persohs who are not related (within the meaning_of subsection (b)(3) or section 707(b),
(1))_to the member which received such property. '

"(2).SPECIFIED CONTROLLED GROUP LIQUIDATION.— For purposes this subsection,
the term 'specified controlled group liquidation' means,_with respect to any corporation
which is_member of a controlled group, one oI [More distributions in _complete
liquidation _(within _the meaning_of section 346) of such_corporation or_any other
transfer (including_any series of transfers) of property of such corporation if any stock
or seqiity. of such corporation b(galcomes worthless in connection with such transfer.

billcomparelcs.house.gov
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"(23) REGULATIONS.— The Secretary shall issue such regulations or other .

guidance as fhe-SeeFefafy—de%efmmes—ism_ay_bg necessary or appropriate to carry out -

the purposes of this subsection, including to apply the principles of this subsection to
liquidating corporation stock or securities owned by a corporation indirectly through 1
or more partnerships.".
(c) CROSS REFERENCE.— Section 331(c) is amended—

(1) by striking "Cross reference” and all that follows through "For general rule"
and inserting the following:

Cross reference.—
. "(1) For general rule", and
(2) by adding at the end the following new paragraph:
"(2) For losses in controlled group liquidations, see section 267(h).".

(d) EFFECTIVE DATE.— '

(1) SUBSECTION (A).— The amendments made by this section shall apply to
losses arising in taxable years beginning after December 31, 2021. :

(2) SuBSECTION (B).— The amendment made by subsection (b) shall apply to
liquidations on or after the date of the enactment of this Act.

Sec. 138143. Adjusted basis limitation for divisive reorganization

(a) IN GENERAL.—
Section 361 is amended by adding at the end the following new subsections:

"(d) ADJUSTED BASIS LIMITATION FOR DIVISIVE REORGANIZATIONS.—

"(1) IN GENERAL.— Except as provided in_paragraph (2), in the case of a
reorganization described in section 368(a)(1)(D)‘ with respect to which stock or
securities of the controlled corporation (within the meaning of section 355) are
distributed by the distributing corporation (within the meaning of such section) in a

transaction which qualifies under such section;subseetion-{b)3) -and—
“(A) subsection (eb)(3) shall not apply to so much of the amorey-and-ether
erty-transferred—to—ered as-eetals-ar-amotnt-eq ount_described in

clause (_/)_(Ll) as does not exceed the excess (if any) of—

"(AQ) the sum of— _
"(il) the total amount of the liabilities assumed (within the meaning of

section 357(c)) by the controlled corporation, “fi)—in—the—ease—of
stbseetion-(b)3)and

“(ll). the total amount of money and the fair market value of other
property i i i i i AL
to-the—ereditors;-and-"(ii-in-the-case-ef-subsection {te)3%transferred to

the creditors, over/)

billcomparelcs.house.gov
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"(ii) the total adjusted bases of the assets transferred_by the distributing
corporation to the controlled corporation, and

JOTCLitA s L L0IRs A i e =

"(B)_subsection (c)(3)_shall not apply to so_much of the amount described in

N2 QU L VA=

clause (i)(ll)_as does not exceed the excess (if any) of—

(i) the sum of—

"(1)_the total amount of the liabilities assumed (within the meaning.  of
section 357(c))_by. the controlled corporation, and

"(ll)_the fair market value of the stock described. in_section 354(a)(2)
(C)_and the total principal amount of seeutitieobligations of the controlled
corporation_described _in subsection _(c)(2)(B). which isare qualified
property (as defined in subsection (c)(2)(B)) transferred to the creditors,
over
"(Bii) the total adjusted bases of the assets transferred by the distributing

corporation to the controlled corporation.

"(2) EXCEPTION REGARDING CERTAIN STOCK OR RIGHTS TO ACQUIRE STOCK.—
Paragraph (1) shall not apply to any stock (or right to acquire stock) described in
subsection (c)(2)(B).

“"(3) REGULATIONS.— The Secretary shall issue such regulations or_other
guidance as may be necessary or appropriate to carry out the purposes of_this
subsection_and_to prevent avoidance of tax through abuse or circumvention of
subsection (b)(3), subsection (c)(3), or this subsection, including to determine whether
a disposition of property or any other transaction is in connection with ‘the

reorganization or pursuant to the plan of reorganization.

"(e) CROSS-REFERENCES.— For provisions providing for the inclusion of income or
recognition of gain in certain distributions, see subsections (d), (e), (f), (9), and (h) of
section 355.".

(b) CONFORMING AMENDMENTS.—

(1) Section 361(b)(3) is amended—

(A) in the first sentence, by inserting ", and except as provided in subsection
(d)" after "paragraph (1)", and

(B) by striking the second and third sentences.
(2) Section 361(c) is amended—

(A) in paragraph (3), by inserting ", and except as provided in subsection (d)"
after "this subsection", and

(B) by striking paragraph (5).

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to
reorganizations occurring on or after the date of the enactment of this Act.

"(d)_TRANSITION RULE.— The amendments made by this section shall not apply. fo any

Al DAL S
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(1)_made pursuant to a written agreement which was binding on the date of the
enactment of this Act,_and at all times thereafter,

(2)_described in a ruling request submitted to the Internal Revenue Service on or
before such date, or

(3)_described on or before such date in a public announcement or in a filing with
the Securities and Exchange Commission.

Sec. 138144. Rents from prison facilities not treated as qualified income for
purposes of REIT income tests
(a) IN GENERAL.—
Section 856(d)(2) is amended by striking "and" at the end of subparagraph (B), by
striking the period at the end of subparagraph (C) and inserting ", and", and by adding at
the end the following new subparagraph:

"(D) any amount received or accrued, directly or indirectly, with respect to any real
or personal property which is primarily used in connection with any correctional,
detention, or penal facility.".

(b) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.

Sec. 138145. Modifications to exemption for portfolio interest
(a) IN GENERAL.—
Section 871(h)(3)(B)(i) Is amended to read as follows:
“(i) in the case of an obligation issued by a corporation—

"(I) any person who owns 10 percent or more of the total combined voting
power of all classes of stock of such corporation entitled to vote, or
"(I) any person who owns 10 percent or more of the total value of the stock
of such corporation, and".
(b) EFFECTIVE DATE.— The amendment made by this section shall apply to obligations
issued after the date of the enactment of this Act.

Sec. 138146. Certain partnership interest derivatives

(a) IN GENERAL.—
Section 871(m) is amended by adding at the end the following new paragraphs:

"(8) SPECIFIED PARTNERSHIP INTEREST INCOME EQUIVALENT PAYMENTS,—
“(A) IN GENERAL.— For purposes of this subsection, any payment made

pussuant fo a s 1Of; specified notional principal
contract; that is determined by reference to any income or gain in respect of an

interest in a specified partnership (or any other payment the Secretary determines

billcomparelcs.house.gov
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to be substantially similar) shall be treated as a dividend equivalent._For purposes
of the precedina sentence,_income_or gain includes any income or gain from the
deemed disposition of such interest as a result of the termination of such contract
(determined in the same manner as under section 864(c)(8)).

"(B) SPECIFIED PARTNERSHIP.— For purposes of this paragraph, the term
'specified partnership' means—

"(i) any publicly-_traded partnership (as defined in subseetion—(by—of
section 7704(b)) which is not treated as a corporation under such section, or

"(ii) any other partnership as the Secretary may by regulation prescribe.
"(C) EXCEPTIONS.—

"(i) Excepted-eentraeCERTAIN PAYMENTS.— Subparagraph (A) shall not
apply to any contract-or-transactionpayment the Secretary determines does
not have the potential for tax avoidance.

"(ii) CERTAIN INCOME.— Under such regulations as the Secretary shall
prescribe, there shall not be taken into account under subparagraph (A) any
payment the-ineerme-er-getn-from which-wetle—but-for .
the extent determined by reference to income or qgain in respect of an interest
in a specified partnership which would be,_if earned by a nonresident alien

individual—

thia—maracranbl-be
thrs—paragrapTy L}UQ_

(1 exempt from taxes under this subtilechapter, ot

"(Il)-treated-as-ireeme from sources without the United States i-peaie
to-a-nonresident-alien—individuatand not effectively connected with the
conduct of a trade or business within the United States.

"(D) TREATMENT OF DEFINITIONS AND SPECIAL RULES WITH RESPECT TO
PARTNERSHIPS.— For purposes of this paragraph, rules similar to the rules and
definitions in paragraphs (3), (4), (5), (6). and (7) shall apply to an interest in a
specified partnership in a manner similar to an underlying security, and to income
or gain in respect of an interest in a specified partnership in a manner similar to a
dividend.
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shall issue such_regulations or oth;s_wbseeﬁen—shaﬂ—be—trea%ed—aﬁ—ﬂ—dhﬁdeﬁé
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 individuat-er-fereign-corperagr guidance as the Secretary determines is necessary.

or appropriate to_carry out the purposes of this paragraph,_including to apply this
paragraph to payments determined _under sale-repurchase agreements or
securities lending_transactions with respect to such—payment—shelt-rot-be-tess
the-the-rate-that-wetie ;-"ae-‘e - o d-sueh-individuat-erforeign-eotinterests in
spacified partnerships, to détermine the_amount of a_distribution by _a specified
partnership that is income or gain of the partnership (including the | poration;-as-the
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individuat-or-fereigneorp_thereof that is excepted under subparagraph (C)) in a
manner consistent with section 1441(g),. and to require the provision of

information Wed*ese—ﬁw—pefeem—ébyﬂfefe—eﬁfa}ue)-ef-ﬂmekgy / Specified

partnerships necessary to determine such amount.".

~ (b) WITHHOLDING OF TAX ON NONRESIDENT ALIENS.—
Section 1441 is amended by redesignating subsection (g) as subsection (h) and by
inserting after subsection (f) the following new subsection:

"(g) DEEMED—BIVIDEND EQUIVALENT—PAYMENTS IN CASE OF CERTAIN PUBHEEY
FRADSPECIFIED PARTNERSHIPS.— The Secretary may prescribe regulations, under rules

Ha. ol Adatarmainad £ b F e can
eﬁ—ﬁ—éHdeﬁd—eqtﬁvaieﬁt—tmdeﬁaeeﬁeﬁ—s#(mﬁg.)amount of a payment in respect of

income and gain of a specified partnership | (as defined_in 871(m)(8)) which is a dividend
equivalent.".

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to payments
made en he- hat-is days e ctrren his—Aetalter
December 31, 2022..

B o = A

Sec. 138147. Adjustments to earnings and profits of controlled foreign corporations

(a) IN GENERAL.— ‘
Section 312(n) is amended by adding at the end the following new paragraph:

"(9) SPECIAL RULES FOR CONTROLLED FOREIGN CORPORATIONS.— Earnings and |
profits of any controlled foreign corporation shall be determined without regard fo
paragraphs (4), (5), and (6).". .

(b) CONFORMING AMENDMENT.— Section 952(c) is amended by striking paragraph (3).
(c) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable

years of foreign corporations beginnending after Deeember—34—2024the date of the

enactment of this Act, and to taxable years of United States shareholders in which or with
which such taxable years of foreign corporations end.

Sec. 138148. Certain dividends ofrem controlied foreign corporations te—United
States-shareholders-treated as extraordinary dividends

(a) IN GENERAL.—
Section 1059 is amended by redesignating subsection (g) as subsection (h) and by
inserting after subsection (f) the following new subsection:

"(g) TREATMENT OF CERTAIN DIVIDENDS OFROM CONTROLLED FOREIGN CORPORATIONS
FiEINFFEE- GTATES-SHARE R
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(1) IN GENERAL— Except as otherwise provided by the Secretary, any
disqualified CFC dividend shall be treated as an extraordinary dividend to which
paragraph (1) and (2) of subsection (a) applies without regard to the period the
taxpayer held the stock with respect to which such dividend is paid.

"(2) DIsQUALIFIED CFC DIVIDEND.— For purposes of this subsection;t—
"(A)IN GENERAL.— The term 'disqualified CFC dividend' means any dividend

paid by a controlled foreign corporation to a—ta-)(-paye-lhw-h-reh—iﬁ—ﬂ—Uﬁ'l"@d_S*&tee
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aﬁy—peﬂed—dtw&ﬁg—whieh—%the extent such dividend is attributable to earnings

"and profits which—

"(i_were_earned during any_period_that such corporation was not_a
controlled foreign corporation, or

"(ii)_are_attributable to disqualified CFC_dividends received by such
controlled foreign corporation from another controlled foreign corporation.

"(B)_APPLICATION TO CORPORATIONS NOT WHOLLY OWNED BY UNITED STATES
SHAREHOLDERS.— If not all of the stock of any. ‘controlled foreign cotporation is
owned_(within_the meaning_of section 958(a))_by one or _more United States
shareholders at the time that any earning, and profits referred to in subparagraph
(A)_are_earned, the portion of such_earnings_and profits which_is _properly
attributable to stock not so owned by United States shareholder shall be treated
for purposes of subparagraph (A) as earmed during a period that such corporation
was hot a controlled foreign corporation.

™(C)_SPECIAL RULE RELATED TO CONSTRUCTIVE_OWNERSHIP— In the case of
the last taxable year of a foreign corporation beginning_before January 1, 2018,
and each subsequent taxable year of such foreign_corporation which begins
before the date of the enactment of this subsection,_if such foreign corporation
wasould not have been a controlled foreign corporation; for “Bany, such steek
was—neiowned-by-a-United-States-shareheldertaxable year if section 958(b)(4)
(as applicable to taxable years beginning_after the date of the enactment of this
subsection)_had applied to such taxable year, such corporation shall not be
treated as a controlled foreign corporation for such taxable year for purposes of
this subsection.".

(b) REGULATIONS.— Section 1059(h), as redesignated by subsection (a), is amended

(1) by striking "regulations" both places it appears and inserting "regulations or
ather wuidance”, and )

billcomparelcs.housé.gov 856/1449



10/28/21, 1:28 PM Legisiative Diff

(2) by striking "and" at the end of paragraph (1), by striking the period at the end
of paragraph (2) and inserting ", and”, and by adding at the end the following new
paragraph:

"(3) providing for the coordination of subsection (9) with the other provisions
of this chapter, including section 1248.", '

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to
distributions—madevidends paid (or amounts freated as dividends) after the date of the
enactment of this Act,

[NOTE-- DELETED /tXlll/stl/p1/spE/s138149: See—138449-Medification
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Sec. 13815049. Limitation on certain special rules for section 1202 gains

(a) IN GENERAL.— .
Section 1202(a) is amended by adding at the end the following new paragraph:

"(5) LIMITATION ON CERTAIN SPECIAL RULES.— In the case of the sale or exchange
of qualified small business stock after September 13, 2021, paragraphs (3) and (4)
shall not apply to any taxpayer if— ’

"(A) the adjusted gross income of such taxpayer (determined without regard
to this section and sections 911, 931, and 933) equals or exceeds $400,000, or
"(B) such taxpayer is a trust or estate.".
(b) EFFECTIVE DATE.— Except as provided in subsection (c), the amendment made by
this section shall apply to sales and exchanges en-er-after September 13, 2021.

(c) BINDING CONTRACT EXCEPTION.— The amendment made by this section shall not
apply to any sale or exchange which is made pursuant to written binding contract which
was in effect on September 123, 2021, and is not modified in any material respect
thereafter. ' ' ‘

Sec. 1381540. Constructive sales
(a) APPLICATION TO APPRECIATED DIGITAL ASSETS.—

(1) IN GENERAL.— Section 1259(b)(1) is amended by inserting "digital asset," after
"debt instrument,". ,

(2) EXCEPTION FOR SALES OF NONPUBLICLY TRADED PROPERTY.— Seclion 1259(c)
(2)_is amended by adding_at the end the following: "A similar rule shall apply in the
case of a contract for sale of any digital asset.", .

(3). DIGITAL ASSET.— Section 1259(d) is amended by adding at the end the
folicwisg new paragraph: (/) :
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"(3) DIGITAL ASSET.— Except as otherwise provided by the Secretary, the
term 'digital asset’ means any digital representation of value which is recorded on
a cryptographically secured distributed ledger or any similar technology as
specified by the Secretary. ".
(b) TREATMENT OF CERTAIN CONTRACTS.— Section 1259(c)(1)(D) is amended by
inserting "or enters into a contract to acquire” after "acquires".
(c) EFFECTIVE DATE.—
(1) IN GENERAL— The amendments made by subsection (a) shall apply to
constructive sales (determined after the application of the amendment made by
subsection (b)) after the date of the enactment of this Act.

(2) TREATMENT OF CERTAIN CONTRACTS.— The amendment made by subsection
(b) shall apply to contracts entered into after the date of the enactment of this Act.

Sec. 1381521, Rules relating to common control

(a) CLARIFICATION OF TRADE OR BUSINESS.— Section 52(b) is amended by adding at
the end the following new sentence: "For purposes of this subsection, the term 'trade or
business' includes any activity treated as a trade or business under paragraph (5) or (6) of
section 469(c)_(determined without reqard to the phrase 'To the extent provided in
regulations' in such paragraph (6))."

(b) EFFECTIVE DATE.— The amendment made by this section shall apply to taxable
years beginning after December 31, 2021,

Sec. 1381532. msmmwbwebfeéﬁﬁﬁeﬁModification of wash sale rules

(@) IN GENERAL.—
Section 1091 is amended to read as follows:

"Sec. 1091, Loss from wash sales of specified assets

"a A el aatian_ofinacbh-asle-rHes-te—F latad-nartia o Han 4004 L a-arrerded-bv
- APPTCOtUToTWoaoTl ST eSS TtoTO I Tpartive. wECHORTToo T a TS armitlitutd Iy
frilodin oy Hils tmsrm e 2o aa anciradand—inserting LI 1 caos ook for—o—talatad—narb—hag
Sk the—tapayer—hAasS—acqurrCct—anu ot tRC—TaAPayCT (U A TUTAITU It o
J Py ! Y Py \ Pty 7
AN L\ AA 43 £ Laaie adincteonirla-to-mreverni-trensfer

acetired' by Medifieation-6t-basts adiustment-rule-to-preventtranster of-le DISALLOWANCE
OF LOSS DEDUCTION.— In the case of any Joss claimed to have been sustained from any.
sale. disposition, or termination of specified assets where it appears_that, within a period
beginning_30 days before the date of such sale or disposition and ending 30 days after
such date, the taxpayer (or related party) has acquired (by purchase or by an exchange on
which the entire amount of gain or loss was recognized by law),_or has entered into, or has
entered into_a contract or option so to acquire or a long principal_contract in_respect of,
substantially identical specified assets, then no deduction shall be allowed under section
165 unless the taxpayer is_a dealer in specified_assets and the loss is sustained in a
transaction raade in the ordinary. course of such business.

"b)_ANOUNT OF SPECIFIED ASSETS DIFEERENT FROM_AMOUNT OF SPEGIFIED ASSETS
soLD.— If the amount of specified assets acquired (or covered by the contract or option to
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acquire or long_notional_principal contract in respect of)_is different from the amount of
specified assefs to-relatedparties- ecttor1094(d)-is-amended-te-read-asfollews:sold or
otherwise disposed of,_then the particular specified assets the acquisition of which (or the
contract or option to acquire or long_notional principal contract which) resulted in the
hondeductibility of the loss shall be determined under regulations prescribed by the
Secretary.

"(dc) ADJUSTMENT TO BASIS IN CASE OF WASH SALE.— If the taxpayer (or the
taxpayer’'s spouse) acquires or enters into substantially identical specified assets during
the period which—

"(1) begins 30 days before the disposition with respect to which a deduction was
disallowed under subsection (a), and

"(2) ends with the close of the taxpayer’s first taxable year which begins after

such disposition,
the basis of such specified assets shall be increased by the amount of the deduction so
disallowed (reduced by any amount of such deduction taken into account under this
subsection to increase the basis of specified assets previously acquired).

"eyRelated-parly—Section-4094-is-amended by-aidding-at-the-endthe follewing-rew
stbseetion:(d) CERTAIN SHORT SALES OF SPECIFIED ASSETS AND CONTRACTS TQ SELL.—
Rules similar to the rules of subsection (a) shall apply to any loss realized on the closing. of
a short sale of (or the sale, exchange, or termination of a contract to sell or a short nofional
Rrincipal contract in respect _of)_specified assets if. within a petiod beginning 30 days
before the date of such closing and ending 30 days after such date—

“(1)_substantially identical specified assets were sold_or terminated by the
taxpayer (or a related party), or
“(2).another short sale of (or contract to sell or short notional principal contract in
respect of) substantially identical specified assets was entered into by the taxpayer (or
related party). .
“(e) CASH SETTLEMENT.— This section shall not fail to apply to a contract or option to
acquire or sell specified assets solely by reason of the fact that the contract or option
Settles in (or could be settled in) cash or property other than such specified assets.

"(gf) RELATED PARTY.— For purposes of this section—
"(1) IN GENERAL.— The term 'related party' means—
"(A) the taxpayer’s spouse,
"(B) any dependenf of the taxpayer and any other taxpayer with respect to
whom the taxpayer is a dependent,

“(C) any individual, corporation, partnership, trust, or estate which controls, or
is controlled by, (within the meaning of section 954(d)(3)) the taxpayer or any
individual described in subparagraph (A) or (B) with respect to the taxpayer (or
any combination thereof),

(

"(D) any individual re(?rement plan, Archer MSA (as defined in section
220(d)), or health savings account (as defined in section 223(d)), of the taxpayer
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or of any individual described in subparagraph (A) or (B) with respect to the
taxpayer, ‘

"(E) any account under a qualified tuition program described in section 529 or
a Coverdell education savings account (as defined in section 530(b)) if the
taxpayer, or any individual described in subparagraph (A) or (B) with respect 1o
the taxpayer, is the designated beneficiary of such account or has the right to
make any decision with respect to the investment of any amount in such account,
and

"(F) any account under—
"(i) a plan described in section 401(a),
"(ii) an ahnuity plan described in section 403(a),
"(iii) an annuity contract described in section 403(b), or

"(iv) an eligible deferred compensation plan described in section 457(b)
and maintained by an employer described in section 457(e)(1)(A),

if the taxpayer or any individual described in subparagraph (A) or (B) with
respect to the taxpayer has the right to make any decision with respect to the
investment of any amount in such account.

"(2) RULES FOR DETERMINING STATUS.—

"(A) RELATIONSHIPS DETERMINED AT TIME OF AcQuISITION.— Determinations
under paragraph (1) shall be made as of the time of the purchase or exchange_(or
entering_into_a contract,_option, or notional _principal_contract) referred to in
subsection (a) except that determinations under subparagraphs (A) and (B) of

- paragraph (1) shall be made for the taxable year which includes such purchase or
exchange_(or entering.into).

"(B) DETERMINATION OF MARITAL STATUS.—

"(i) IN GENERAL.— Except as provided in clause (i), marital status shall
be determined under section 7703.

"(ii) SPECIAL RULE FOR MARRIED INDIVIDUALS FILING SEPARATELY AND
LIVING APART.— A husband and wife who—

"(1) file separate returns for any taxable year, and
"(11) live apart at all times during such taxable year,
shall not be treated as married individuals.

"(3) REGULATIONS.— The Secretary shall issue such regulations or other
guidance as may be necessary to prevent the avoidance of the purposes of this
subsection, including regulations which treat persons as related parties if such
persons are formed or availed of to avoid the purposes of this subsection.t—{d-Wash

Sal vialoa to—cuarnbeaith—reqn $ e onanifind saoaoig 1)\ Cianifiad-aaaeta O antion

thHe3—1o—apptry il 1Toopout OSSPt asSstis. ropeenea ASSTIST oo noTT
1004 oe-—amanded-birthe-pra s Alhe s sraviciane—ai-this-seceton 1o _armandad - by-addine
oo doarerataTuy T protounty provisions—oritne SECHO, 1S amtnNuUTU oy auun Tty

at-the£.as-the-folleving-new-stppetion:
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"(Rg) SPECIFIED ASSET.— For purposes of this section, the term 'specified asset'

means any of the following:
“(1) Any security described in subparagraph (A), (B), (C), (D), or (E) of section

475(c)(2).
"(2) Any foreign currency.
"(3) Any commodity described in subparagraph (A), (B), or (C) of section 475(e)
(2). ‘

"(4) AExcept as otherwise provided by the Secretary, any digital representation of
value which is recorded on a cryptographically secured distributed Iedger or any
similar technology as specified by the Secretary.

Such term shall, except as provided in regulations, include contracts or options to acquire

or sell any specnfled assets. —(Qi-eeﬁfefmﬂﬁg—ameﬁdmaﬁe———Seeﬁefﬂegmmeﬁded_ ’

“(h) EXCEPTION FOR BUSINESS NEEDS AND HEDGING TRANSACTIONS.— Except as
provided in regulations prescribed by the Secretary, subsection (a) shall not apply in the
case of any sale or other disposition—

“(1) of a foreign currency or commodity described in subsection (h), and
"(2) which—

"(A) is directly related to the business needs of a trade or business of the
taxpayer (other than the trade or business of trading foreign currencies or
commodities described in subsection (h)), or »

"(B) is part of a hedging transaction (as defined in section 1221(b)(2)).".

AN - £ £H" Aot Tl armaicdasanta oamal o $laio o o ol o
I’ T OUvVC—UaicT T anTeTIar et T actre VY o oo UlIoTT—orta

other-dispositions-after-December3b) CLERICAL AMENDMENT —

The table of sections for part VII of subchapter O of chapter 1 is amended by striking the
item relaz‘/on fo section 1091 and /nsertmg the following new item:

"Sec. 1091. Loss from wash sales of specified assets.".

(¢)_EFFECTIVE DATE.— The amendments made by this section shall apply to sales,
dispositions, and terminations after December 31, 2021.

(d) No INFERENCE.— Nothing_in this section or the amendments made by this section
shall be construed to create any inference with respect fo the proper treatment of related
parties under section 1091 of the Internal Revenué Code of 1986 with respect fo sales,
dispositions, and terminations before January 1, 20242.

rN') rE-- DELETED /fYIIH/atI/p(Q/s138201 See—138204Inerease-in-top
marginaHndividuaHneemetax—rate]
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[NOTE-- DELETED /tXlll/stl/p2/s138202: See—438202Inereasein
eaﬁrtaT-gaﬁs—Fa%e—fepeeFtaﬁmgh—meemﬁﬂdeHaiﬁ]
[NOTE—- DELETED /tXlII/stI/p5/s138508 See—1—38598—Aeeees—teﬁe#-

on]

[NOTE-- DELETED /tXIII/stI/p5/s13851O See——'l—a%—’le—'lireatmeﬁt-ef
eeﬁaﬂwuemdﬁeu%m%wwedﬁﬁﬁﬁs]

[NOTE-- DELETED /tXIII/stI/p5/s138511 See—4%854—’|—PaymeﬁHe
eertain-individuals-who-dye-fuel]

[NOTE-- DELETED /tXIII/stl/p5/5138512 See——’|—3854—2—E*teH%rerH—ef

emﬁ’re’y‘ee]
[NOTE-- DELETED 1EX1/stl/p5/s138515: See—138545—GCover-over-of

eeFt»am—dtS-t-H-led—Sﬁﬁft'S—fa‘Xes]
[NOTE-- MOVED [tXI1I/stl/p5/s138516 to /tX1/stG/p1/spE/s138153 ]

Sec. 138516753. Research and experimental expenditures
(a) IN GENERAL.— Section 13206 of Public Law 115-97 is amended—
(1) in subsection (b)(3), by striking "2021" and inserting "2025", and
(2) in subsection (e), by striking "2021" and inserting "2025".

(b) EFFECTIVE DATE.— The amendment made by this section shall take effect on the
date of the enactment of this Act.

[NOTE—- DELETED /tXIll/stl/p5/s138517. See—138547Payroll-eredit-for
eenmnsaﬂaa—ef—ieealﬁews—jeﬂfﬁﬁisffs]
[NOTE-— DELETED /tXIII/stI/p5/s138518 See—438548—'FFeaHﬁeﬁi-ef

NOTE-- LELETED /tXill/stl/pB/s138519: See—+38519-Creditfor
qielified-aceess-technology-for-the-blind]
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[NOTE-- DELETED 1tXIll/stl/p5/5138520: See——’l—38529—l\ﬁedmeaﬁeﬁ-e$
: REFI'—Geﬁ&lLFueHV&ewnefsmpﬁes]

[NOTE-- DELETED /tXIll/stJ: Subtitte J—Drug-Pricing]

[NOTE-- DELETED /tXIII/stJ/p1/S139001 See-139004Providingfor
]

[NOTE-- DELETED AXI IlstJ/p 1/s1 39002 SeH%QGQ——SeJeeted—dﬂfg

'[NOTE-— DELETED /tXIII/stJ/p‘I/S139003 SeC——1—39993—-Fa1f—-Pﬁee

[NOTE-- DELETED /tXlII/stJ/p2/3!139101 See—139104-Medicarepart B
[NOTE-- DELETED /tXlll]/stJ/p2ls139102 See—139102Medieare-part-D
[NOTE-- DELETED /tXlII]/SU/p3/8139201 See 139204 MedicarepartB
[NOTE-— DELET]ED /tXIIl/stJ/p3/3139202 See—’|-39292——/-\l+ewmg—eeptam

Sec. 1382031. Application of net investment i income tax to trade or business income
of certain high income individuals

(a) IN GENERAL.—
Section 1411 is amended by adding at the end the following new subsection:

"(f) APPLICATION TO CERTAIN HIGH INCOME INDIVIDUALS —

"(1) IN GENERAL.— In the case of any individual whose modified adjusted gross
income for the taxable year exceeds the high income threshold amount, subsection (a)
(1) shall be applied by substituting 'the greater of specified net income or net
investment income' for 'net investment income' |n subparagraph (A) thereof. . '

"(2) PHASE-IN OF INCREASE.— The increase in the tax imposed under subsection
(a)(1) by reason of the application of paragraph (1) of this subsection shall not exceed
the amount which bears the same ratio to the amount of such increase (determined
without regard to this paragraph) as—

"(A) the excess descrit8d i In paragraph (1), bears to
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"(B) $100,000 (1/2 such amount in the case of a married taxpayer (as defined
in section 7703) filing a separate return).

"(3) HIGH INCOME THRESHOLD AMOUNT.— For purposes of this subsection, the
term "high income threshold amount’ means—

"(A) except as provided in subparagraph (B) or (C), $400,000,

"(B) in the case of a taxpayer making a joint return under section 6013 or a
surviving spouse (as defined in section 2(a)), $500,000, and

"(C) in the case of a married taxpayer (as defined in section 7703) filing a
separate return, 1/2 of the dollar amount determined under subparagraph (B).

"(4) SPECIFIED NET INCOME.— For purposes of this section, the term 'specified net
income' means net investment income determined—

"(A) without regard to the phrase 'other than such income which is derived in
the ordinary course of a trade or business not described in paragraph (2),in
subsection (c)(1)(A)(), »

"(B) without regard to the phrase 'described in paragraph (2)' in subsection
(e)()(AXi),

"(C) without regard to the phrase 'other than property held in a trade or
business not described in paragraph (2)' in subsection (c)(1)(A)iii),

(D) without regard to paragraphs (2), (3), and (4) of subsection (c), and

"(E) by treating paragraphs (5) and (B) of section 469(c) as applying for
purposes'of subsection (c) of this section.”. .

(b) APPLICATION TO TRUSTS AND ESTATES.— Section 1411(a)(2)(A) is amended by
striking "undistributed net investment income" and inserting "the greater of undistributed
svpecified net income or undistributed net investment income".

(c) CLARIFICATIONS WITH RESPECT TO DETERMINATION OF NET INVESTMENT INCOME.—

(1) WAGES SUBJECT TO FICA oR _RRTA NOT TAKEN INTO ACCOUNT.— Section
1411(c)(6) is amended by inserting "or wages received with respect to employment -on
which a tax is imposed under section 3101(b)_or 3201(a)" before the period at the end.

(2) NET OPERATING LOSSES NOT TAKEN INTO ACCOUNT.— Section 1411(c)(1)(B) is
amended by inserting "(other than section 172)" after "this subtitle”.
(3) INCLUSION OF CERTAIN FOREIGN INCOME.—
(A) IN GENERAL.—
Section 1411(c)(1)(A) is amended by striking "and" at the end of clause (i), by
striking "over" at the end of clause (i) and inserting "and", and by adding at the
end the following new clause: '

"(iv) any amount includible in gross income under section 951, 951A,
1293, or 1296, over".

(B) PROPER TREATMENT/)OF CERTAIN PREVIOUSLY TAXED INCOME.— |
Section 1411(c) is amenéed by adding at the end the following new paragraph:
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"(7) CERTAIN PREVIOUSLY TAXED INCOME.— The Secretary shall issue
regulations or other guidance providing for the treatment of distributions of
- amounts previously included in gross income for purposes of chapter 1 but
not previously subject to tax under this section.".
(d) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021. ‘
(e) TRANSITION RULE.— The regulations or other guidance issued by the Secretary
“under section 1411(c)(7) of the Internal Revenue Code of 1986 (as added by this section)
shall include provisions which provide for the proper coordination and application of
clauses (i) and (iv) of section 1411(c)(1)(A) with respect to—

(1) taxable years beginning on or before December 31, 2021, and

(2) taxable years beginning after such date.

. x ] .
o N 1y b N-AOH.O

indiviclats]

Sec. 1382052. Limitations on excess business losses of noncorporate taxpayers

(a) LIMITATION MADE PERMANENT.— '

(1) IN GENERAL.— Section 461(1)(1) is amended to read as follows:
“(1) LIMITATION.— In the case of any taxpayer other than a corporation, any

excess business loss of the taxpayer for the taxable year shall not be allowed.".
(2) CONFORMING AMENDMENT.— Section 461 is amended by striking subsection

(-

(b) MODIFICATION OF CARRYOVER OF DISALLOWED LOSSES.—

Section 461(1)(2) is amended to read as follows:

"(2) DISALLOWED LOSS CARRYOVER.— Any loss which is disallowed under
paragraph (1) for any taxable year shall be treated (solely for purposes of this chapter)
as a deduction described in paragraph (3)(A)(i) for the next taxable year.",

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2020.

Sec. 1382063. Surcharge on high income individuals, estates, and trusts

(a) IN GENERAL.—
Part | of subchapter A of chapter 1 is amended by inserting after section 1 the followin
new section: '

"Sec. 1A. Surcharge on high im;ome individuals, eStates, and trusts

we

(a) GENERAL RULE.— In the case of a taxpayer other than a corporation, there is
hereby imposed (in addition to any other tax imposed by this subtitle) a tax equal to_the
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sum of—
"(1)_5 percent of so much of the modified adjusted gross incomme of the taxpayer
as exceeds—
nA) $10.000,000,_in the case of any taxpayer not described in subparagraph

"(B)_$5,000,000,_in the case of a martried individual filing_a separate return,

"(C)_$200,000, in the case of an estate or trust, plus
"(2) 3 percent of so much of the modified adjusted gross income of the taxpayer
as exceeds—
;'(4'A) $25,000,000, in the case of any taxpayer not described in
subparagraph (2B) or (3C),
"(28) $12,500,000, in the case of a martied individual filing a separate return,
and

"(3C) $4500,000, in the case of an estate or trust.

"(b) MODIFIED ADJUSTED GROSS INCOME.— For purposes of this section, the term
'modified adjusted gross income' means adjusted gross income reduced by any deduction
(not taken into account in determining adjusted gross income) allowed for investment
interest (as defined in section 163(d)). In the case of an estate or trust, adjusted gross
income shall be determined as provided in section 67(e).

"(c) SPECIAL RULES.—

"(1) NONRESIDENT ALIEN.— In the case of a nonresident alien individual, only
amounts taken into account in connection with the tax imposed under section 871(b)
shall be taken into account under this section.

"(2) CITIZENS AND RESIDENTS LIVING ABROAD.— The dollar amount applicable to
any taxpayer under paragraph (1), (2), or (3) of subsection (a) (as the case may be)
shall be decreased (but not below zero) by the excess (if any) of—

"(A) the amounts excluded from the taxpayer’s gross income under section

911, over

"(B) the amounts of any deductions or exclusions disallowed under section

911(d)(6) with respect to the amounts described in subparagraph (A).

"(3) CHARITABLE TRUSTS.— Subsection (a) shall not apply to a trust all the
unexpired interests in which are devoted to one or more of the purposes described in
section 170(c)(2)(B).

"(4) NOT TREATED AS TAX IMPOSED BY THIS CHAPTER FOR CERTAIN PURPOSES.—
The tax imposed under this section shall not be treated as tax imposed by this chapter
for purposes of determining the amount of any credit under this chapter or for
purposes of section 55.". ’

(b’ Z1IRICAL AMENDMENT.— )
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The table of sections for part | of subchapter A of chapter 1 is amended by inserting after
the item relating to section 1 the following new item:

"Sec. 1A. Surcharge on high income individuals.".

(c) EFFECTIVE DATE.— The amendments made by this sectlon shall apply to taxable
years beginning after December 31, 2021.

[NOTE-- DELETED /tXIll/stl/p2/s138207: See—438207 Termination-of

I . . fiod ]
[NOTE-- DELETED /tXIII/stl/p2/S138208 See—’|-38298—|ﬁe|=ease—m

[NOTE-- DELETED /tXlll/stl/p2/s138209: See438209—Certaintaxrules
applicable-to-grantor-trusts]

[NOTE-- DELETED /tXllI/stl/p2/s138210: See438210 Valuationrules
feFeeFfam—tFaﬁs%ers—eHreﬁbusmess—asse{s]

[NOTE-- DELETED /tXlII/stI/p3/spA/s138301 See—1—3839—1—€eﬁ%ﬁbuﬂen

[NOTE-- DELETED /tXIII/S‘[I/p3/SpB/S138311 See—1+383H-—Tax

fFeﬂ*Hﬁeﬂi-ef-FGJerfs—te—ReﬂﬂR-As—aﬁd—aeeeums]

[NOTE-- MOVED /tXllI/stl/p3/spB/s138312 to /tX11l/stG/p4/s138403 ] |

Sec. 138301. Enhancement of Internal Revenue Service resources

(a) APPROPRIATIONS,—

(1) IN GENERAL.— The following. sums are appropriated. out of any._money in the
Treasury not otherwise appropriated, for the fiscal year ending September 30, 2022:

(A)_INTERNAL REVENUE SERVICE.—

()IN GENERAL,—

()_TAXPAYER SERVICES.— For necessary expenses of the Intemal
Revenue Service to provide taxpayer services, including pre-filing
assistance and education, filing__and _account setvices, taxpayer
advocacy. services,, and other services as authorized by 6§ US.C. 3109,
at__such rates (elv{s may__be determined by the Commissioner,
$1,931,500,000, to remain available until September 30,_2031: Provided,
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That these amounts shall be in addition to any other funds made
available for this purpose.

(I)_ENFORCEMENT.— For necessary_expenses for tax enforcement
activities of the Internal Revenue Setvice to determine and collect owed
taxes, to provide legal and litigation _support,__to conduct criminal
investigations __(including___investigative technology),__to _provide
cryptocurrency_monitoring_and compliance activities, to enforce criminal
statutes related to violations of internal revenue laws and other financial
crimes. fo. purchase and hire passenger motor vehicles (31 U.S.C.
1343(b)), and to provide other services as authorized by 5 U.S.C. 3109,
af such rates as may be determined by the Commissioner,
$44,887,500,000,_fo remain available until_September 30, 2031:
Provided. That these amounts shall be in addition to any other funds
made available for this purpose.

(Il OPERATIONS SUPPORT.— [For necessary expenses of the
Internal Revenue Service to support taxpayer services and enforcement
programs,_including_rent payments;_facilities services;_printing;_postage.
physical _security; headquarters and_other IRS-wide administration
activities: research _and _statistics of income;. telecommunications;
information _technology._ development, enhancement, operations,
maintenance, and_security;_the hire of passenger motor vehicles (31
U.S.C. 1343(b));_the operations of the Internal__Revenue Service
Oversight Board: and other services as authorized by 5 U.S.C. 3109, at
such rates as__may__be determined by the Commissioner,
$27,376,300,000, fo remain available _until _September 30, 2031:
Provided, That these amounts shall be in addition to any. other funds
made available for this purpose. '

(1V) BUSINESS SYSTEMS MODERNIZATION.— For necessary expenses
of the Internal Revenue Setvice's business systems modernization
program, including _ development of _callback technology and other
technology to provide a _more personalized customer service but not
including the _operation and _maintenance of legacy systems,
$4 750,700,000, to remain available until September 30, 2031: Provided,
That these amounts_shall be in_addition to any other funds made
available for this purpose. '

(if)_Task FORCE TO DESIGN AN IRS-RUN_FREE "DIRECT EFILE" TAX
RETURN SYSTEM.— For necessary expenses of the Internal Revenue Service
to deliver to Congress a report on (I)_the cost (including. _options for differential
coverage based on taxpayer adjusted gross income_and return complexity) of
developing and running.a free direct efile tax return system, including costs to
build and administer each release, with a focus on multi-lingual and mobile-
friendly features and gg‘feauards for taxpayer data;_(ll)_taxpayer opinions,
expectations, and level of trust, based on surveys,_for such a free direct efile
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system,_and (lll) the opinions of an independent third-party on the overall
feasibility,_approach,_schedule, cost organizational design,_and Internal

Revenue Service capacity to deliver such a direct efile tax return system. -

815,000,000, to remain_available until September 30, 2023: Provided, That
these amounts shall be in addition to any other funds made available for this
Rurpose.

(B)_TREASURY INSPECTOR GENERAL FOR TAX ADMINISTRATION.— _For
necessary expenses of the Treasury Inspector General for Tax Administration in
carrying_out the Inspector General Act of 1 978, as amended, including purchase
and hire of passenger motor vehicles (31 U.S.C. 1343(b)),_and _services
authorized by 5 U.S.C. 3109,_at such rates as may_be determined by_the
Inspector General for Tax Administration, $403, 000,000, to remain available until
September 30, 2031: Provided, That these amounts shall be in_addition to any
other-funds made available for this purpose.

(C) OFFICE OF TAx PoLicY.— For necessary. expenses of the Office of Tax
policy_of the Department of the Treasury fo carry out functions related_fo
rromulgating__regulations _under _the Internal Revenue Code of 1986,
$104,533,803,_to remain available until September 30, 2031: Provided. That
these_amounts shall be in addition to any._other funds made available for this
Rpurpose.

(D)_UNITED STATES TAX COURT.— For hecessary expenses, _including
contract reporting_and other services as authorized by 5 U.S. C. 3109, and not to
exceed $3,000 for official reception and representation expenses; $153,000,000,
fo remain available until September 30, 2031 ..Provided, That these amounts shall
be_in addition fo any other funds made available for this purpose.

(2) MULTI-YEAR OPERATIONAL PLAN.—

(A) IN GENERAL.— Not later than 6 months after the date of the enactment of
this Act,_the Commissioner of Internal Revenue shall submit to Congress a plan
detailing_how the funds appropriated under paragraph (1)(A)()_will be spent over
the ten-year period ending with fiscal Yyear 2031,

(B)_ QUARTERLY UPDATES.— ‘

(il IN GENERAL.— Not later than the last day of each calendar quarter
beginning_ during_the _applicable _petiod, the Commissioner of _Internal
Revenue shall_submit to Congress a_report on the plan established under
subparagraph (A)._including—

(1) any updates to the plan:

(l) progress made in implementing the plan; and

(lll)_any changes in circumstances or challenges in implementing
the plan.

(ii)_APPLICABLE PERIOD.— For purposes of clause (j),_the applicable
petiod is the period beginning. 1 year after the date the report under
subparagraph (A) is due and ending on September 30, 2031.
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(C) REDUCTION IN APPROPRIATION,—

(1) IN GENERAL.— In the case of any failure to submit a plan required
under subparagraph (A) or a report required under subparagraph (B) by the
required date, the amounts made available under paragraph (1)(A)(i)_shall be
reduced by $100,000 for each_day after such required_date that report has
not been submitted to Congress. :

(i) REQUIRED DATE.— For purposes of clause (i),_the required date is the
date that is 60 days after the date the plan or report_is_required to be
submitted under subparagraph (A)_or (B), as the case may. be.

(3)_ NO_TAX INCREASES ON CERTAIN TAXPAYERS.— Nothing_in_this_subsection is
intended to increase taxes on any taxpayer with a taxable income below $400,000.

(b)_PERSONNEL FLEXIBILITIES.— The Secretary of the Treasury (or_the Secretary's

delegate) may use the funds made available under subsection (a)(1)(A),_subject to such

olicies as_the Secretary (or the Secretary's _delegate) may_establish, to take such

policies as the oecrelal

personnel_actions as the Secretary. (or the Secretary's delegate) determines necessary to

administer the Internal Revenue Code of 1986, including—

(1) utilizing_direct hire authority to recruit and_appoint qualified applicants, without
regard to any notice or preference__requirements, directlvi to positions in the
compelitive service; ‘

(2)_in_addition to the authority_under section 7812(1)_of the Internal Revenue
Code of 1986,_appointing_not more than 200 individuals to positions in the Internal
Revenue Service_under streamlined critical pay. authority,_except that— ‘

(A) the authority to offer streamlined critical pay. under this paragraph shall
expire on September 30, 2031; and

(B)_the positions for which streamlined critical pay is authorized_under this
Daraaraph may include positions critical to the purposes described in subclauses
(1), (11),_and (1ll) of subsection (a)(1)(A)(i),-and

(3)_appeinting, without approval of the Office of Personnel Management,_not more
than 300 individuals to critical pay._positions in the Internal Revenue Setvice for which

(A)_the rate of basic pay_may. not exceed the salary set in accordance with
section 104 of title 3, United States Code; and

(B)_the total annual compensation paid to an employee in_such a position,
including allowances,_differentials,_bonuses, awards, and similar cash payments,
may not exceed_the maximum_amount of total annual_compensation payable at
the salary set in accordance with section 104 of title 3,_United States Code.

[NOTE-- DELETED JEX1/stl/p3/spB/s138313: See—138313-Statute-of

]

[NOTE-- DELETED /tXIl//stl/p8/spB/s138314: See—138344—Prohibition
etinvestment-of-RA-assetsn-entitiesin which-the-ewner-has—&
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[NOTE-- DELETED 1tXI/stl/p4/s138401: See—138404-+Funding-of-the
Hﬁ’feFHﬂI—Revemate—Seﬁ«iee]

Sec. 1384302. Application of backup withholding with respect to third party network
transactions

(a) IN GENERAL.—
Section 3406(b) is amended by adding at the end the following new paragraph:-

"(8) OTHER REPORTABLE PAYMENTS INCLUDE PAYMENTS IN SETTLEMENT OF THIRD
PARTY NETWORK TRANSACTIONS ONLY WHERE AGGREGATE FOR CALENDAR YEAR IS
$600 OoR MORE.— Any payment in settlement of a third party network transaction
required to be shown on a return required under section 8050W which is made during
any calendar year shall be treated as a reportable payment only if—

"(A) the aggregate amount of such payment and all previous such payments
made by the third party settlement organization to the participating payee during
such calendar year equals or exceeds $600, or

"(B) the third party settlement organization was required under section
6050W to file a return for the preceding calendar year with respect to payments to
the participating payee.". '

, (b) CONFORMING AMENDMENT.— Section 6050W(e) is amended by inserting "equal or"
before "exceed $600". _ _

(c) EFFECTIVE DATE.— The amendments made by this section shall apply to calendar
years beginning after December 31, 2021.

(d) TRANSITIONAL RULE FOR 2022.— In the case of payments made during calendar
year 2022, section 3406(b)(8)(A) of the Internal Revenue Code of 1986 (as added by this
section) shall be applied by inserting "and the aggregate number of third party network
transactions settled by the third party settlement organization with respect to the
participating payee during such calendar year exceeds 200" before the comma at the end.

[NOTE-- DELETED /tXIll/stl/p4/s138403: See—138403Limitation-on

« .
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Sec. 138404303, Modification of procedural requirements relating to assessment of
pensiitics ()
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(a) REPEAL OF APPROVAL REQUIREMENT.— Section 6751, as amended by the
preceding provision of this Act, is amended by striking subsection (b).
(b) QUARTERLY GERTIFICATIONS OF COMPLIANCE WITH PROCEDURAL REQUIREMENTS.—
Section 6751, as amended by subsection (a) of this section, is amended by inserting
after subsection (a) the following new subsection:

"(b) QUARTERLY CERTIFICATIONS OF COMPLIANCE.— Each appropriate supervisor of
employees of the Internal Revenue Service shall certify quarterly by letter to the
Commissioner of Internal Revenue whether or not the requirements of subsection (a) have
been met with respect to notices of penalty issued by such employees.".

(c) EFFECTIVE DATES.—

(1) REPEAL OF APPROVAL REQUIREMENT.— The amendment made by subsection
(a) shall take effect as if included in section 3306 of the Internal Revenue Service
Restructuring and Reform Act of 1998. '

(2) QUARTERLY CERTIFICATIONS ~ OF COMPLIANCE WITH  PROCEDURAL
REQUIREMENTS.— The amendment made by subsection (b) shall apply to notices of
penalty issued after the date of the enactment of this Act.

Sec. 1385401. Modifications to limitation on deduction of excessive employee
remuneration

(a) IN GENERAL.—
Section 162(m) is amended by adding at the end the following new paragraph:

"(7) SPECIAL RULES RELATED TO LIMITATION ON DEDUCTION OF EXCESSIVE
EMPLOYEE REMUNERATION.—

"(A) AGGREGATION RULE.— A rule similar to the rule of paragraph (6)(C)(ii)
shall apply for purposes of paragraph (1).

"(B) REGULATIONS.— The Secretary shall prescribe such regulations or other
guidance as may be necessary or appropriate to carry out the purposes of
paragraph (1), including regulations or other guidance to prevent the avoidance of
such purposes, including through the performance of services other than as an
employee or by providing compensation through a pass-through or other entity.".

b\ A snaloratian—af—asnleatian o B hinkbact Ampanantad —amplovees [ CIPNEY
oL Lreration Otr—appProatuoimT Uy myno ot COMpPeTroaivU—UTITPIVyLo- COnoOTT
409 (e MM e—armepded—bwv ctrtlebnm MM anaeabhee 24 9nooh cmd raartina"Nacamber-34
o2 oo 19 amenGCU— Yy Sty Peeemper—uT, 2oz artu TiovTiinTy DECCTTTIOCT T,

2024" (e} APPLICABLE EMPLOYEE REMUNERATION.— Section 162(m)(4)(A) is amended—
(1) by insertihg "(including performance-based compensation, commissions, post-
termination compensation, and beneficiary payments)' after "remuneration for
services", and
(2) by inserting "and whether or not such remuneration is paid directly by the
publicly held corporation™ after "whether or not during the taxable year".
(d) EFFECTIVE DATE.— The amendments made by this section shall apply to taxable
years beginning after December 31, 2021.
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Sec. 1385402. Extension of tax to fund Black Lung Disability Trust Fund
(a) IN GENERAL.— Section 4121(e)(2)(A) is amended by striking "December 31, 2021"
and inserting "December 31, 2025",

(b) EFFEGTIVE DATE.— The amendment made by this section shall apply to sales after
December 31, 2021.

[NOTE-- DELETED /tXIll/stl/p5/s138503: See-138503Prohibited

one-relating 1o-holding DISC.onFSG i i aprct

aceount]
[NOTE-— DELETED /tXll l/stl/p5/s138504 Sec—4—38594r—me|=ease-m—ta*

re]

[NOTE—- DELETED /tXIlI/stI/pS/s1 38505: See—4—38595—e+a1=meaﬂeﬁ-ef
FHFes—Fegafdmg—tebaee&dFawbaek]
[NOTE-- DELETED 1tXIN/stl/p5/s138506: See—438506—Termination-of

eﬁ‘iﬁe’y‘eFeFedﬂ-fede—famﬂy—aﬁd-medfeaHewe]

Sec. 138312403. Prohibitien—efIRA—investments—eonditioned A8 tt—holde
Sfa‘l‘us-fa)-lﬂ-gener'al:—{}ubseet-ien-(-a)-ef-sed transactions relating to holding DISC or

FSC in individual retirement account

(a)_IN GENERAL.—
Section 4975(c)(1) _is_amended by striking_"or"_at the end of subparagraph (E),_by
striking the period at the end of subparagraph (F) and inserting "; or",_and by adding at the
end the following new subparagraph:

XG)_investment,_at the direction of a_disqualified person, by an individual
retirement account in an interest in_ a DISC or ESC that receives any commission,_or
other payment, from an entity any stock or interest in which is owned by the individual
for whose benefit the account is maintained.”.

(b) SPECIAL RULES OF APPLICATION.—
Section 4868975(c) is amended by adding at the end the following new paragraph:

"(#8) Ne—paft—ef—the—t-rust—&rnds—wm—be—,ﬁVSPEC/AL RULES OF APPLICATION FOR

DISC AND FSC INVESTMENTS.—

Z(A)_INDIRECT HOLDING OF DISC oR FSC.— For purposes of paragraph (1)
(G), mvestment by_an_individual retirement account in an interested in any

H af P $le atfiad E3 Y
oauulu._y F—the—1ssHer—o4 Stet \JUUUIII._Y \ui all_y OtRer pclouu o[uUuluuu u_y e

maale
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e_cnfity _that owns (d/rectlwlor indirectly) an interest in_a DISC or FSC shall be

lieated as investment by such account in an interest in such DISC or ESC.

billcomparelcs.house.gov
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"(B)_CONSTRUCTIVE OWNERSHIP.— Eor purposes of determining_ownership of
stock (or any other interest)_in an entity under paragraph (1)(G)_and ownership of
an interest in a DISC or FSC under subparagraph (A),_the rules prescribed by,
section 318 for determining_ownership shall apply, except that such section shall
be applied by substituting 10 percent' for '50 percent’ each place it appears.

"(C) DISC AND FSC.— For purnoses of this subsection, the terms ‘DISC' and
'ESG' shall have the respective meanings given such terms by section 992(a)(1)).
and section 922(a)_(as_in_effect before its repeal_by_the FSC Repeal and
Extraterritorial Income Exclusion Act of 2000).".

{c)_APPLICATION OF TAX _TO _TERMINATED INDIVIDUAL REPTIRESMENTATFION—TFO—THE

L B AR QA AT HER-PERSON-FHAT-SUEH TS IWII-N RN N/AN iAo A Qo aleicey AU AL
TSotrEnR"OUNouULTI TN T ENROUIN LR ALIE=A" AN TINDTVIDUAL \I—\} TS M e ] =i w) | i | =) IVITINTIVIUTIVE
PRI P R T PN W S WY -1 — =) WD s o e ARBETEE R —A—a R e B — OBV EL o
AiVoomT YUt TINOONVIE T VI ROILE TV, \IJ} TTARO-CONIT TR [ SO TED VITINTIVIVTVE v eVl
e e AT AN RO ot oA G DEaHAE oM O R—ARERENT 1AL H

TOUCHATIUIN,  VIh \U’ OTCIDoO ™ o Uil v CTOTTINO T VU ONRCIOTINTIAL ACCOUNTS- SeCt’On

4975(c)(3)_is amended by adding_at the end the following: "The preceding_sentence shall
not apply._in the case of a prohibited transaction described in paragraph (1)(G).". '

(d)_RELATED RULES FOR INDIVIDUAL RETIREMENT ACCOUNTS.—
(1) IN GENERAL.— Section 408(a)_is amended by, inserting_after paragraph (6) the
following new paragraph:

"7) No part of the trust funds will be invested in any interest ina DISC or a
ESC that receives any commission, or other payment,_from an entity any stock or
interest in_which_is _owned by the individual for whose_benefit the frust is
maintained. For purposes of the preceding_sentence, the definitions and rules of
section 4975(c)(8)_shall apply.". '

(be) LOsS OF EXEMPTION OF ACCOUNT.— Paragraph—(2)-of-sSection 408(e)(2) is
amended— '
(1) by striking "established" each place it appears in subparagfaph_ (A) and
inserting "maintained", »
(2) by redesignating subparagraph (B) as subparagraph (C),
(3) by inserting after subparagraph (A) the following new subparagraph:

"(B) PROHIBITED INVESTMENT.— If, during any taxable year of the indivjdual
for whose benefit any individual retirement account is maintained, the investment
of any part of the funds of such individual retirement account does not comply
with subsection (a)(7), such account ceases to be an individual retirement
account as of the first day of such taxable year. Rules similar to the rules of
clauses (i) and (i) of subparagraph (A) shall apply for purposes of this
subparagraph.”,

(4) by striking "where employee engages in prohibited transaction” in the heading
and inserting "in case of certain prohibited transactions and investments”, '

(5) by striking "In general” in the heading of subparagraph (A) and inserting
“Emp'eyee engaging in prohibit¢d transaction”, and

billcomparelcs.house.gov
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(6) by striking "(A)" in subparagraph (C), as so redesignated, and inserting "(A) or
(B)".
(ef) CONFORMING AMENDMENTS . —

(1) Paragraph~H-efsSection 408(c)(1) is amended by striking "(1) through (6)"
and inserting "(1) through (7)". ,

(2) Paragraph{3}-efsSection 4975(c)(3) is amended—
(A) striking "established" and inserting "maintained”,

(B) by striking "transaction" both places it appears and inserting "transaction
or investment", and

(C) by striking "section 408(e)(2)(A)" and inserting "subparagraph (A) or (B)
of section 408(e)(2)".

yo@iafin Aot £ 4l = CTZC N WY 1 N
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mendments made by this section shall apply to stock and other interests acquired or held

a
on or after December 31, 20231.

Sec. 138507404. Clarification of treatment of DISC gains and distributions of certain
foreign shareholders :

(a) IN GENERAL.— Section 996(g) of the Internal Revenue Code of 1986 is amended
by striking "of such shareholder" and inserting "deemed to be had by such shareholder”.

(b) EFFECTIVE DATE.— The amendments made by subsection (a) shall apply to gains -
and distributions after December 31, 2021.

(C) APPLICATION TO FOREIGN SALES CORPORATIONS.— In the case of any distribution
after December 31, 2021, section 926(b)(1) of the Internal Revenue Code of 1986 (prior to
its repeal by the FSC Repeal and Extraterritorial Income Exclusion Act of 2000) shall be
applied by substituting "deemed to be had by such shareholder" for "of such shareholder”.

Subtitle H— Supplemental Security Income for the
Territories

Section 131001. Extension of the supplemental security income program to Puerto
Rico, the United States Virgin Islands, Guam, and American Samoa

{a,_(N ;3ENERAL,— Section 303@f the Social Security Amendments of 1972 (86 Stat.
1484)_is amended by, striking subsection (b).

billcomparelcs.house.gov 875/1449
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(b) CONFORMING AMENDMENTS.——

(1) DEFINITION OF STATE.— Section 1101(a)(1) of the Social Security Act (42
U.S.C. 1301(a)(1))_is amended by striking the 5th sentence and inserting the following:
"Such term when_used in title XVl includes Puerto Rico, the United States Virgin
Islands. Guam, and Ametican Samoa.". ‘

(2)_ELIMINATION OF LIMIT ON TOTAL PAYMENTS TQ THE TERRITORIES.— Section
1108 of such Act (42 U.S.C. 1308) is amended—

by striking " limitation on fotal Qévments";

(A)_in the section heading,

(B)_by, striking_subsection (a); and

(C)_in_subsection_(c),_by. striking_p_ar_ag@pjs_(Z) and_(4)_and redesignating
paragraphs (3)_and (5)_as paragraphs (2).and (3), respectively.

(3) UNITED STATES NATIONALS TREATED THE SAME AS CITIZENS.— Seclion 1 614(a‘)_
(1)(B)_of such Act (42 U.S.C. 1382c(a)(1)(B))_is amended—
(A)_in_clause (i)(l)._by. inserting. "or_national of the United States, " after
"citizen";
(B).in clause (j)(Il)._by adding " or" at the end; and
(C).in clause (ii),_by inserting "or national" after "citizen".

(4) TERRITORIES INCLUDED IN GEOGRAPHIC MEANING _OF UNITED STATES.—
Section 1614(e)_of such Act (42 U.S.C. 1382¢(e)) is_amended by._striking "and the
District of Columbia" and inserting " _the District of Columbia, Puerto Rico,_the United
States Virgin Islands, Guam, and American Samoa".

(c) WAIVER AUTHORITY.— The_Commissioner of Social Security may waive or modify
any_statutory_requirement relating to_the provision of benefits under the Supplemental
Security Income Program under title XVI of the Social Security Act in Puerto Rico, the
United States Virgin Islands, Guam, or American _Samoa,_to the extent that the
Commissioner deems it necessary_in order to adapt the program to the needs of the
territory involvéd. '

(d) EFEECTIVE DATE.— This section and the amendments made by this section_shall
take effect on January 1, 2024.

Deleted Provisions
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